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INVESTIGATION  OF  CONCENTRATION  OF  ECONOMIC  POWEE 


MONDAY,  JANUARY  15,  1940 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C. 

The  committee  met  at  10:45  a.  m.,  pursuant  to  adjournment  on 
Friday,  January  12,  1940,  in  the  Caucus  Room,  Senate  Office  Building, 
Senator  Joseph  C.  O'Mahoney,  presiding. 

Present:  Senators  O'Mahoney,  chairman,  and  King,  Representa- 
tives Sumners,  Wilhams,  and  Reece;  Messrs,  O'Connell,  Pike,  Lubin, 
and  Brackett. 

Present  also:  Willis  J.  Ballinger  Ellen  L..  Love,  Joseph  E,  Sheehy, 
and  William  T.  Kelley,  Federal  Trade  Commission;  Theodore  J. 
Kreps,  economic  adviser;  Samuel  Moment,  economic  analyst;  and 
David  E.  Scoll,  counsel  to  the  committee. 

The  Chairman.  The  committee  will  please  come  to  order.  It  is 
a  presentation  on  cartels,  is  it  not? 

Mr.  Scoll.  Yes,  sir. 

The  Chairman,  Will  you  be  good  enough  to  make  a  preliminary 
statement  giving  your  name  and  the  authority  by  which  you  are 
presenting  this? 

Mr.  Scoll.  My  name  is  David  E.  Scoll.  I  am  counsel  for  the 
T.  N.  E.  C.  in  the  cartel  investigation. 

The  Chairman.  Let  us  call  it  a  study  instead  of  an  investigation. 
People  use  the  word  "investigation"  in  a  sense  which  this  committee 
has  never  intended.  I  always  try  to  emphasize  that  fact,  that  we 
are  studying  things  and  not  investigating  them. 

Mr.  Scoll.  I  am  glad,  Senator,  that  you  corrected  me  on  that, 
because  this  hasn't  been  an  investigation  in  any  sense  of  the  word. 
We  have  made  a  study  and  those  who  have  cooperated  with  us  in 
this  have  regarded  it  as  a  study. 

Our  first  witness  will  be  Dr.  Kreps.     Are  you  ready.  Dr.  Kreps? 

Dr.  Kreps.  I  am. 

The  Chairman.  Do  you  solemnly  swear  that,  the  testimony  you 
are  about  to  give  in  this  proceeding  shall  be  the  truth,  the  whole 
truth,  and  nothing  by  the  truth,  so  help  you  God? 

Dr.  Kreps.  I  do. 

TESTIMONY  OF  DR.  THEODORE  J.  KREPS,  ECONOMIC  ADVISER, 
TEMPORARY  NATIONAL  ECONOMIC  COMMITTEE,  WASHING- 
TON, D.  C. 

Mr.  Scoll.  Will  you  tell  the  reporter  your  name,  please? 
Dr.  Kreps.  Theodore   J.    Kreps,    Graduate   School    of   Business, 
Stanford  University,  Palo  Alto,  Calif. 
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Mr,  ScoLL.  What  is  your  position  with  the  committee,  Dr.  Ejeps? 

Dr.  Keeps.  I  am  economic  adviser  to  the  committee. 

Mr.  ScoLL.  And  you  have  made  a  study  of  cartels? 

Dr.  Kreps.  For  many  years.  I  started  in  1926  when  I  made  an 
intensive  investigation  of  the  potash  cartel.  Those  studies  led  to  a 
year's  travel  in  Europe,  at  which  time  I  made  an  intensive  investiga- 
tion of  the  dyestuflFe  cartel  and  spent  a  better  part  of  the  time  in  the 
private  library  of  the  Interessen-Gemeinschaft  at  Hochst-am-Main. 

Mr.  ScoLL.  Have  you  prepared  some  material  on  cartels  especially 
for  tliis  study? 

DEFINITION   AND  FUNCTIONS  OF  CARTELS 

Dr.  Kreps.  I  have.  There  is  a  good  deal  of  misunderstanding 
about  cartels.  I  uoted,  for  example,  this  mornmg  the  report  that 
cartels  is  the  French  word  for  mionopoly.  They  are,  of  course,  no 
such  thing.  Cartels,  if  I  may  be  permitted  to  go  on  with  the  state- 
ment, are  a  cardinal  feature  of  modern  industrialism. 

They  appear  during  periods  of  distress  in  those  industries  in  which 
producers  are  few  in  number.  They  bob  up  especially  in  those  lines 
of  enterprise  which  require  advanced  machine  technology  and  heavy 
investment  in  plant  and  equipment.  They  crop  up  wherever  patents 
or  market  outlets  or  mineral  deposits  are  concentrated  in  few  hands. 
Sometimes  their  formation  follows  merely  the  exclusion  or  embarrass- 
ment of  competitors  by  tariffs  or  trade  barriers  .or  high  transportation 
costs.  Cartels  are  a  manifestation  of  oligopoly,  or  in  rare  instances 
oligopsony. 

The  Chairman.  Let's  get  a  common  word  for  that,  Dr.  Kreps. 

Dr.  Kreps.  Oligopoly  means  few  sellers,  where  industries  have 
become  conceptrated  to  such  an  extent  tliat  there  arc  relatively  only, 
a  handful  of  sellers.     Oligopsony  means  few  buyers. 

Cartels  exist,  or  have  existed,  m  every  modern  industrialized  nation 
in  the  world.  The  word  "cartel"  is  probably  a  derivative  of  the 
Latin  word  "carta,"  meaning  paper  or  document.  In  military 
language  it  is  a  document  signed  by  belligerents  arranging  for  the 
mutual  exchange  of  prisoners.  The  military  analogy  is  highly 
suggestive,  for  cartels  are  basically  and  iu  general  agreements  or 
treaties  between  warring  businesses.  They  embody  terms  of  economic 
armistice,  mitigating  the  competitive  struggle. 

Cartels  vary  so  much  in  detail  that  the  problem  of  defining  a  cartel 
has  caused  a  great  deal  of  controversy.  The  literature  in  voluminous. 
One  authority.  Dr.  Kurt  Wiedenfeld,- in  his  article  on  cartels  in  the 
Encyclopedia  of  the  Social  Sciences,  states: 

The  term  cartel  designates  an  association  based  upon  a  contractual  agreement 
between  enterprises  in  the  same  field  of  business  which,  while  retaining  their 
legal  independence,  associate  themselves  with  a  view  to  exerting  a  monopolistic 
influence  on  the  market. 

The  word  "monopolistic"  in  this  definition  makes  many  witnesses 
squirm,  even  those  who  remember  that  Wiedenfeld,  Liefmann,  and 
other  writers  on  cartels  generally  use  the  word  "monopolistic"  in  a 
broad  sense  which  includes  restrictive  or  stabihzing  efforts  of  business. 

Mr.  Ballinger.  Dr.  Kreps,  stabilizing  efforts  would  result  in  price- 
fixing,  monopohstic  in  nature,  wouldn't  it? 

Dr.  Kreps.  I  am  not  sure. 
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Senator  King.  Not  always,  by  any  means. 

Dr.  Keeps.  On  the  other  hand,  the  international  cartel  experts 
comprising  the  committee  set  up  by  the  League  of  Nations  defines 
cartels  as  follows: 

Cartels  are  associations  of  independent  undertakings'  in  the  s^ime  or  similar 
branches  of  industry  established  with  a  view  to  improving  conditions  of  production 
and  sale. 

This  definition  is  obviously  broad.  Many  writers  feel  that  the 
term  "cartels"  should  be  reserved  exclusively  for  those  combinations 
of  independent  producers  or  sellers  which  are  designed  to  limit  the 
individual  risks  involved  in  their  businesses,  particularly  during  periods 
of  over-capacity  iind  cutthroat  competition.  This  concept  underlies 
not  onty  the  oft-quoted  statement  that  "cartels  are  children  of  neces- 
sity," but  also  the  observation  made  by  Schoenlank  in  1896  that  the 
natal  hour  of  Continental  European  cartels  can  be  definitely  estab- 
lished as  the  black  day  of  the  famous  crash  of  1873. 

Cartels  can  be  classified  in  many  ways,  depending  on  one's  purpose 
and  convenience.  A  somewhat  detailed  classification  is  shown  in 
"Exhibit  No.  2077,"  which  is  at  the  back  of  the  mimeographed  state- 
ment which  has  been  given  to  the  members  of  this  committee,  and  in 
"Exhibit  No.  2076,"  which  presents  merely  in  tabular  form  the 
information  which  is  presented  here  in  graphic  form.  I  should  like 
to  submit  the  table  for  the  record. 

The  Chairman.  It  may  be  received. 

(The  table  referred  to  was  marked  "Exhibit  No.  2076"  and  is 
included  in  the  appendix  on  p.  13365.) 

Senator  King.  The  cartel  system  lends  itself,  or  did  lend  itself, 
more  to  the  German  philosophy  of  government,  the  authoritative  if 
not  the  authoritarian  theory  of  government,  than  to  democratic 
government. 

Dr.  Keeps.  I  think  that  proposition,  too,  requires  a  little  investiga- 
tion. I  admit  that  there  are  some  who  view  cartels  in  that  light, 
and  if  you  define  cartels  in  a  very  narrow  sense  it  is  accurate,  but 
obviously  cartels  as  defined  in  the  sense  that  is  given  in  chart  I  by 
Dr.  Bruno  Burn  in  his  book  on  "Codes,  Cartels,  National  Planning," 
include  a  nurnber  of  perfectly  innocuous  types  of  organization.  You 
will  note  there  that  what  they  call  a  "Term  Cartel,"  is  really  an 
agreement  on  trade  practices,  from  which  cartels  increase  the  area  of 
their  agreement  to  almost  every  phase  of  a  business  enterprise. 

Senator  King.  What  I  had  in  iiiind  was  this:  following  the  World 
War  I  was  in  Germany  for  some  time  upon  two  occasions  and  I  looked 
into  the  dye  industry  there  and  into  the  General  Electric  and  into  the 
industries,  and  I  found,  at  least  that  was  the  conclusion  which  I 
reached,  that  because  of  thd  very  unfortunate  condition  in  which  the 
German  industry  found  itself  following  the  war,  its  industrial  hfe  had 
been  shattered,  its  economic  life  was  at  a  very  low  ebb  and  there  was 
an  effort  of  the  Government  collaborating  with  industry  to  resuscitate 
their  business  and  to  find  outlets  for  commodities  of  Germany  because 
the  scientific  and  chemical  development  was  competent  to  create  an 
abundance. 

Dr.  Keeps.  That  is  correct.  After  the  war  there  was  a  terrific 
upsurge  of  the  cartel  movement  in  Germany. 

The  Chaieman.  What  is  the  common  acceptance  of  the  term? 

Dr.  Keeps.  There  isn't  any  common  acceptance. 


13040        CONCENTRATION  OF  ECONOMIC  POWER 

The  Chairman.  Well,  when  we  talk  of  the  European  cartel  system, 
what  do  we  usually  mean? 

Dr.  Keeps.  It  depends  in  part  on  one's  economic  predilections  in 
part  on  one's  political  convictions. 

The  Chairman.  Of  course,  there  can  be  differences  of  opinion 
theoretically  with  respect  to  almost  any  set  of  circumstances  in  human 
existence,  but  if  there  is  such  a  thing  as  a  cartel  system,  then  as  a 
practical  matter  it  ought  to  be  subject  to  easy  definition,  simple 
definition.  If  you  agree  with  that  premise,  when  you  speak  of  the 
cartel  system,  and  forgetting  now  the  refinements  that  may  be 
developed  by  an  economist  or  philosopher  viewing  possibilities  of 
agreement  and  organization,  what  is  the  actual  fact  with  regard  to 
the  cartel  system?     What  is  it? 

Dr.  Kreps.  The  essence  of  the  cartel  system  is  an  agreement  among 
independent  producers  in  a  special  line  of  business  on  some  particular 
item,  whether  it  be  such  a  matter  as  discounts,  or  whether  it  be  price, 
or  production.  It  is  the  agreement  among  independent  producers, 
voluntarily  arrived  at,  that  is  the  essence  of  the  cartel  system. 

The  Chairman.  It  may  begin  with  a  simple  subject  such  as  dis- 
counts, of  which  you  speak? 

Dr.  Kreps.  Correct. 

The  Chairman.  And  it  may- extend  to  what  degree? 

Dr.  Kreps.  To  almost  every  phase  of  business  operation.  I  shall 
submit  some  exhibits  which  will  indicate  the  wide  extent  to  which 
cartel  agreements  between  independent  producers  are  in  existence 
at  the  present  time. 

The  Chairman.  And  when  these  agreements  are  made  to  a  very 
wide  extent  among  independent  producers,  what  is  the  result  with 
respect  to  what  we  call  competition,  for  example? 

Dr.  Kreps.  Competition  is  mitigated. 

The  Chairman.  Or  would  you  go  so  far  as  to  say  eliminated? 

Dr.  Kreps.  No;  because  competition  is  a  very  stubborn  phenome- 
non. If  you  agree  on,  we  will  say,  a  price,  then  there  are  other 
methods  of  competition  that  enter  into  the  picture. 

If  you  agree  on  production,  then  they  do  something  with  markets 
and  go  into  other  lines  of  enterprise.  They  attempt  to  mitigate  the 
rigors  of  competition.  Therefore  cartels,  as  I  have  just  indicated, 
tend  to  be  born  particularly  in  periods  of  distress. 

Mr.  Ballinger.  Price  competition  may  be  eliminated,  may  it  not, 
Dr.  Kreps? 

Dr.  Kreps.  Formally,  yes.  Practically,  as  you  know,  no  trans- 
action is  merely  a  transaction  in  price;  it  is  a  transaction  in  terms  of 
delivery,  discounts,  and  a  host  of  other  things.  There  have  been 
exercised  abroad  all  the  ingenious  devices  with  which  we  are  familiar 
here  for  getting  around  the  formal  quoted  price. 

Senator  King.  The  term  "cartel,"  then,  is  rather  fluid  and  flexible 
in  its  nature. 

Dr.  Kreps.  Yes. 

Mr.  ScoLL.  Dr.  Kreps,  do  you  wish  to  offer  the  chart  now? 

Dr.  Kreps.  Yes,  I  would  like  to  offer  this  chart  for  the  record. 

Mr.  ScoLL.  I  would  like  to  offer  the  chart  showing  cartel  types. 

The  Chairman.  It  may  be  received. 

(The  chart  referred  to  was,  marked  "Exhibit  No.  2077"  and  is 
included  in  the  appendix  on  p.  13366.) 
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Dr.  Kreps.  In  terms  of  their  operations,  then,  cartels  show  nearly 
every  variation  in  scope  from  local  to  national  and  international, 
from  relatively  simple  control  over  specified  trade  practices  to  detailed 
administrative  control  over  every  phase  of  modern  business  operations. 
About  the  simplest  and  certainly  the  most  commendable  type  of 
cartel,  if  indeed  it  be  a  cartel,  is  that  established  to  secure  uniformity 
in  the  terms  of  sale. 

"Term  fixing  cartels,"  according  to  Dr.  Herbert  von  Beckerath  in 
his  book  on  Modern  Industrial  Organization  (I  might  add  paren- 
thetically that  Dr.  von  Beckerath  is  a  German  scholar  who  has  written 
a  great  deal  on  cartels  and  studied  them  for  about  40  years.  He  is 
now  in  this  country  at  Duke  University), 

Term  fixing  cartels  regulate  sales  terms,  that  is,  conditions  of  delivery  with 
regard  to  terms  of  payment,  including  discounts  for  early  payment;  charges  on 
arrears;  modes  of  payment  (cash,  three  months'  acceptance,  etc.,  domestic  or 
foreign  money);  determination  and  guaranty  of  allowances  on  returns;  delivery 
of  free  goods;  and  packing. 

This  type  also  concerns  itself  with  options  (a  buyer's  right,  within  a  specified 
term,  to  place  additional  orders  for  the  identical  kind  and  amount  of  goods  at 
the  old  price),  with  conditions  applicable  to  the  delivery  of  goods  ordered  only 
by  quantity  and  type,  and  with  reservations  as  to  the  execution  of  the  individual 
pieces,  for  instance,  as  to  the  color  and  design  of  textiles. 

If  term  fixing  cartels  are  indeed  cartels,  then  the, term  includes  even 
such  agreements  as  are  embodied  in  American  trade  practice  con- 
ference codes. 

Somewhat  more  sophisticated  is  the  price  fixing  cartel  which  regu- 
lates sales  prices,  either  by  open  price  lists  or  by  uniform  cost  account- 
ing systems,  in  which  the  cost  elements,  such  as  the  price  of  raw 
materials,  wages,  the  allocation  for  overhead  and  the  gross  profit 
margin  are  not  only  uniform  but  determined  and  revised  for  the  mem- 
bers by  the  association  or  cartel. 

Price-fixing  cartels  give  governmental  and  other  purchasers  the 
headaches  of  identical  bids.  Needless  to  say,  such  headaches  are  un- 
necessary, for  when  cartels  become  a  little  more  clever  they  make 
their  own  allocation  by  dividing  customers  and  sales  territories. 

One  of  the  interesting  devices  here  used  is  the  bid  depository. 

Senator  King.  You  mean  here  in  your  discussion. 

Dr.  Keeps,  Yes;  not  in  the  United  States.  My  discussion  applies 
to  cartels  abroad,  completely. 

In  regulating  the  bidding  on  proposed  contracts,  individual  con- 
tractors make  known  their  proposals  to  competitors  through  a  cartel 
information  service,  or  by  a  direct  exchange.  By  rotating  low  bids, 
by  complementary  bids,  and  the  like,  the  contract  is  made  to  go  to 
the  producer  nominated  by  the  cartel  to  fill  the  ordeF. 

The  Chairman.  That  has  the  effect  of  maintaining  price,  does  it 
not,  above  what  it  might  otherwise  be  if  the  cartel  agreement  had  not 
been  made? 

Dr.  Kreps.  Sometimes  above;  sometimes.  Senator,  in  periods  of 
prosperity,  below.  There  is  that  stabilizing  influence  which  we- will 
show  later  on  prices. 

The  Chairman.  Then  are  we  to  understand  from  your  study  that 
you  find  that  a  bid  depository  system  may  result  in  lower  prices  to 
consumers? 

Dr.  Kreps.  Due  to  inertia,  they  tend  to  maintain  a  price  after  an 
independent  producer  or  a  competitive  producer  would  have  raised 
the  price.     It  isn't  very  long,  I  will  admit  that,  but  it  does  exist. 
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The  Vice  Chairman.  What  motive  actuates  them  in  these  two 
different  determinations? 

Dr.  Kreps.  They  frequently  form  this  sort  of  bid  depository  as  a 
protection  against  the  lying  buyer. 

The  Vice  Chairman.  Against  what  kind  of  a  buyer? 

Dr.  Kreps.  The  lying  buyer. 

The  Vice  Chairman.  You  mean  they  are  going  to  cut  out  every- 
body that  lies  and  won't  let  them  buy  at  all? 

Dr.  Kreps.  In  certain  periods,  at  any  rate,  buyers  tend  not  only 
to  shop  around,  but  really  to  misrepresent  the  conditions  under  which 
they  can  get  an  article  from  somebody  else. 

The  Vice  Chairman.  You  mean  a  buyer  actually  tries  to  get  it  at 
the  cheapest  price  he  can  buy  it? 

Dr.  Kreps.  Yes,  that  is  true. 

The  Chairman.  By  saying  to  one  seller,  "Such-and-such  a  com- 
pany is  willing  to  sell  at  such  a  price.     Can  you  beat  that  price?" 

Dr.  Kreps.  That  is  right. 

The  Chairman.  And  this  report  may  sometimes  not  be  altogether 
accurate? 

Dr.  Kreps.  That  is  correct. 

The  Vice  Chairman.  And  you  only  then  permit  people  whose 
statements  are  absolutely  accurate  to  come  under  tliis  arrangement? 

Dr.  Kreps.  Under  this  sort  of  arrangement  you  are  sure  what  your 
competitor  is  doing. 

Senator  King.  As  I  understand,  you  are  describing  the  operations 
of  the  so-called  cartel  system  abroad,  not  in  the  United  States. 

Dr.  Kreps.  Yes. 

Senator  King.  It  has  no  relevancy,  then,  to  conditions  here. 

Dr.  Kreps.  With  that  I  would  not  agree. 

Senator  King.  Except  by  analogy,  perhaps. 

Dr.  Kreps.  I  understand  that  the  bid  depository  is  not  uncomm\)n, 
particularly  in  the  building  field  in  the  United  States. 

The  Vice  Chairman.  You  state  under  this  arrangement  you  are 
sure  of  what  your  competitor  is  doing. 

Dr.  Krefs.  In  that  v^aj  you  know  that  the  buyer  was  not  offered 
a  particular  article  at,  say,  the  low  price  or  under  the  competitive 
conditions  which  he  stated.  It  is  a  way  of  protecting  yourself  against 
bargaining  exploitation. 

The  Vice  Chairman.  That  is  the  cliief  objective  of  the  cartel 
arrangement,  to  protect  people  who  are  caught  by  statements  on  the 
part  of  the  buyer? 

Dr.  Kheps.  No,  that  isn't  the  chief  objective.  The  chief  objective 
is  to  protect  the  industry,  particularly  in  a  period  of  distress,  from  what 
they  regard  as  the  excessive  rigors  of  competition. 

The  Vice  Chairman.  Basing  their  judgment  on  when  the  competi- 
tion gets  rigorous? 

Dr.  Kreps.  Yes. 

The  Vice  Chairman.  That  is  a  good  arrangement. 

Dr.  Kreps.  A  variant  of  the  customer-dividing  cartel  is  the  zone 
cartel  which  allots  all  buyers  within  a  certain  region  to  an  individual 
or  a  group  of  producers.  Zone  cartels  within  national  markets  are 
found  for  commodities  with  a  limited  technical  or  economic  shipping: 
range 
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The  Chairman.  That  is  more  commonly  Known  as  a  division  of 
territory,  is  it  not? 

Dr.  Kreps.  Correct — cement,  brick,  sand  and  gravel,  and  so  forth. 

The  Chairman.  Whereby  all  competitors  except  one  or  two  agree 
not  to  sell  their  products  in  a  certain  area  but  to  leave  that  area  for 
exploitation,  or  perhaps  I  had  better  say  development,  by  those  to 
whom  the  area  was  assigned. 

Dr.  Keeps.  Right.  Control  of  output  represents  even  more  exten- 
sive interference  with  individual  business  operations,  for  then  each 
cartel  member  engages  not  to  produce  substantially  more  than  his 
present  share  in  the  total  output  of  the  industr^",  which  share  is  usually 
determined  according  to  sample  years,  or  on  the  basis  of  relative  pro- 
ductive capacities  or  sales.  i. 

The  Chairman.  That  is  what  we  call  limitation  on  production. 

Dr.  Kreps.  Correct. 

The  Vice  Chairman.  Do  you  control  expansion  of  the  instrumen- 
talities of  production? 

Dr.  Kreps.  Yes,  there  are  cartels  that  do  that,  that  will  forbid  new 
plants  to  be  established,  or  new  plantings.  I  shall  submit  a  cartel 
agreement  in  which  such  an  arrangenient  is  present. 

The  Chairman.  How  characteristic  of  the  cartel  movement  is  this 
limitation  of  production? 

Senator  King.  You  are  still  speaking  of  abroad? 

Dr.  Kreps.  Yes.  We  arc  now  getting  to  the  essence  of  the  cartel 
movement.  Cartels  rarely  stay  within  the  limits  of  trade-practice 
agreements.  They  quicldy  become  price-fixing  cartels,  and  that 
doesn't  work  well.  They  implement  their  arrangements  with  pro- 
duction limitation  cartels.  When  that  doesn't  work  any  too  well  they 
begin  to  limit  sales,  and  as  a  matter  of  fact  go  on  beyond  that. 

The  Vice  Chairman.  What  is  the  difference  between  this  and  an 
ordinary  trust  combination,  a  combination  in  restraint  of  trade  where 
people  who  are  interested  in  production  get  together  to  try  to  hold 
prices  where  they  have  profit? 

Dr.  Kreps.  That  is  what  we  are  examining. 

The  Vice  Chairman.  I  mean  that  is  what  it  is.  Isn't  that  the 
thing  we  are  examining? 

Dr.  Kreps.  I  would  be  interested  to  hear  what  Representative 
Sumners  would  have  to  say  on  that  on  Friday  after  we  have  presented 
our  cartel  story  in  its  entirety. 

The  Chairman.  What  do  you  say  about  it  now? 

The  Vice  Chairman.  I  was  trying  to"  get  right  down  to  this  thing. 
You  know  exactly  what  this  thing  is,  and  let's  get  to  it. 

Senator  King.  As  I  understand,  Dr.  Kreps  was  addressing  himself 
to  the  cartel  system  abroad,  and  I  expected  when  he  completed  that 
he  .might  elucidate  the  cartels  at  home  or  show  their  analogy. 

Dr.  Kreps.  We  have  a  nongovernmental  witness,  Dr.  Claif 
Wilcox,  who  will  point  out  certain  similarities  to  cartels  in  the  indus- 
trial experience  of  this  country.^ 

The  Chairman.  Isn't  the  answer  to  Judge  Sumners'  question  a 
very  simple  single  word,  "none"?  There  is  no  difference  between  the 
manifestations  of  the  cartel  system  which  you  have  described  and  the 
or  xy  practices  of  the  conspiracy  in  restraint  of  trade  as  generally 
bel  "   ed  to  be  prohibited  by  the  Sherman  antitrust  law. 

'  Dr.  Wilcox's  testimony  appears  infra,  pp.  13310-13347. 
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Dr.  KriTps.  I  agree  with  that,  but- 


The  Chairman  (interposing).  You  are  testifying  and  we  wanted 
your  opinion.     Does  that  answer  your  question,  Judge  SumnQrs? 

The  Vice  Chairman.  I  guess  I  sort  of  thought  what  we  were 
talking  about  Was  a  camouflage  and  not  the  cartel  yet. 

Mr.  Ballinger.  There  is  a  close  similarity,  too,  between  the 
cartel  and  some  of  the  N.  R.  A.  codes,  perhaps. 

Dr.  Kreps.  Yes. 

Now. to  obtain  a  really  effective  regulation  of  output,  producers 
sometimes  establish  central  sa^es  offices  which  on  occasion  may  have 
a  legal  structure  different  from  that  of  the  cartel.  This  type  of  cartel 
with  a  common  centralized  sales  organization  is  called  a  syndicate. 
To  centralize  sales  obviously  requires  an  interchangeable,  standard- 
ized product.  So  that  customers  may  get  their  wares  from  their 
favored  producer,  uniform  delivered  prices  are  quoted.  Basing 
points  are  established. 

To  quote  Dr.  von  Beckerath  on  page  215  of  his  work  on  Modern 
Industrial  Organization: 

Freights  for  the  deliveries  from  all  works  arc  charged  from  the  cartel  freight 
base  instead  of  from  the  actual  point  of  delivery.  The  so-called  "Pittsburgh  plus 
plan"  of  the  cooperating  United  States  iron  combines  was  based  on  this  idea. 

The  Chairman.  Do  you  take  it  that  Dr.  von  Beckerath  is  express- 
ing the  opinion  that  the  United  States  iron  combines  adopted  a 
European  idea  of  economics? 

Dr.  Kreps.  I  think  rather  in  writing  this  book,  which  he  wrote  in 
Germany,  he  saw  in  the  Pittsburgh  plus  system  an  embodiment  of  a 
familiar  device,  the  cartel. 

The  Chairman.  Which  was  the  first  in  time,  the  European  mani- 
festation or  the  manifestation  which  we  call  Pittsburgn  plus? 

Dr.  Kreps.  So  far  as  the  iron  industry  is  concerned  and  so  far  as 
our  records  are  concerned,  the  Pittsburgh  plus  system  was  first. 
There  Were  cartels  in  Europe  in  other  industries,  as  I  shall  indicate  in 
a  moment,  somewhat  earlier  than  the  period  in  which  the  Pittsburgh 
plus  system  originated. 

The  Chairman.  I  wasn't  referring  so  mudh  to  the  iron  industry 
as  J  was  to  the  use  of  this  method  of  charging  freight  from  the  cartel 
base.  Now  was  that  plan  used  in  an}'-  other  industry  in  Europe 
before:  it  was  used  here  in  the  iron  industry? 

Dr.  Kreps.  I  don't  know. 

To  make  sure  that  individual  producers  will  stick  to  their  quotas, 
profit  cartels,  that  is,  pools,  are  established.  Those  making  excess 
'deliveries  are  penalized,  the  profits  on  such  business  going  to  those 
unable  to  fill  their  quota.  But  most  complicated  of  all  usually  are 
the  intematioxial  cartels  representing  agreements  betv^een  organized 
groups  of  firms  or  cartels. 

In  essence  they  are  supercartels  of  cartels  (Generalkartelle)  or 
cartels  of  combines.  Frequently  they  cover  not  only  one  but  a  num- 
ber of  products  (Mantelkartelle).  They  in  turn  can  be  classified  in 
the  same  way  that  national  cartels  have  just  been  divided,  into  (1) 
trade  practice  cartels  (2)  price  cartels  (3)  territorial  cartels  (4)  pro- 
duction cartels,  and  (5)  sales  cartels  or  syndicates. 

•In  a  strict  sense  only  the  last  three  are  cartels,  the  first  two  types 
being  loose  associations  usually  depending  for  enforcement  on  mutual 
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watchfulness  of  members  rather  than  on  penalty  arrangements  applied 
by  an  administrative  cartel  officer  or  office. 

The  Vice  Chairman.  Do  you  deal  with  how  they  disciphne  a 
member? 

Dr.  Keeps.  I  will  submit  later  an  agreement  which  states  in  detail 
how  a  member  is  disciplined.^ 

The  Chairman.  Am  I  to  understand  that  the  international  cartel 
as  you  now  describe  it  is  an  organization  whereby  large  cartels  operat- 
ing in  certain  nations  enter  into  an  agreement  whereby  so  far  as  world 
trade  is  concerned  they  undertake  first  to  divide  territory,  second  to 
limit  or  control  production,  and  third  to  manage  sales  or  distribution 
of  the  products? 

Dr.  Kreps.  Correct. 

The  Chairman.  And  that  is  done  from  the  top? 

Dr.  Kreps.  Yes. 

The  Chairman.  And  it  amounts  to  a  rule  imposed  by  those  who 
manage  the  cartel  upon  all  who  endeavor  to  engage  in  that  business? 

Dr.  Kreps.  Correct. 

Senator  King.  Was  there  any  cartel  between  the  German  producers 
before  and  immediately  following  the  war  with  the  producers  of  similar 
commodities  in  Sweden  or  Great  Britain  or  France? 

Dr.  Kreps.  Yes. 

Senator  King.  Or  Italy? 

Dr.  Kreps.  Yes. 

Senator  King.  You  will  discuss  that,  will  you? 

Dr.  Kreps.  Yes. 

Senator  King.  Who  took  the  lead  in  the  formulation  and  execution 
of  any  such  plan? 

Dr.  Kreps.  The  country  of  leadership  varied:  It  was  usually  Ger- 
many, but  the  French  and  the  Belgian  producers  and  the  British 
producers  on  occasion  also  furnished  leadership. 

Senator  King.  Was  it  dealing  largely  with  dyes  and  with  chemicals? 

Dr.  Kreps.  No;  I  have  a  list  here  that  I  shall  submit  in  a  moment 
which  wiU  indicate  the  variety  of  products  covered.^ 

Cartels,  while  reaching  their  fullest  development  in  modem  Ger- 
many, and  while  most  fully  documented  there,  have  by  no  means 
been  unknown  in  France,  England,  Italy,  Belgium,  Poland,  and  other 
modem  industrialized  countries,  including  the  Scandinavian. 

In  France  they  are  called  comptoirs,  the  oldest  being  the  Comptoir 
de  Longwy  estabhshed  in  the  iron  industry  in  1848  and  continuing 
though  not  without  a  series  of  transformations  until  the  present  time. 
In  his  book  entitled  Les  Syndicats  de  Producteurs  en  France,  Jacques 
Lapergue  enumerates  in  addition  to  the  price,  territorial,  production 
and  sales  cartels  noted  above,  export  comptoirs  and  purchasing 
comptoirs  for  the  joint  purchasmg  of  raw  materials. 

Cartels  in  France  have  likewise  assumed  just  as  complex  forms  as 
in  Germany.  Instead  of  the  simple  Comptoir  de  Longwy  and  its 
successors  there  have  recently  come  into  existence  a  number  of  vertical 
selling  organizations  of  a  regional  or  local  character,  handling  a  wide 
range  of  iron  and  steel  products  of  a  number  of  concerns,  and  generally 
controlled  by  them. 

'  See  "Exhibit  No.  2080,"  appendix,  p.  13369. 
'  See  "Exhibit  No.  2079,"  appendix,  p.  13368. 
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Thus  there  is  the  "Longovica,"  handling  not  only  the  export  trade 
of  iron  and  steel  but  also  tubes  ai'd  screws  ond  bolts,  rolled  products 
and  machinery;  the  "Nortrilor,"  handling  for  export  iron  Qre,  iron 
and  steel  bars,  tubes,  slags,  and  lire  bricks;  the  "Columeta,"  handling 
the  products  of  the  two  Luxembourg  combines,  the  "Arbed"  and  the 
Societe  Metallurgique  des  Terres-Rouges.  The  Comptoir  Siderur- 
gique,  revived  in  1925,  is  now  the  most  in[iportant  association  in  the 
French  steel  industry,  handling  until  recently  the  sales  or  adminis- 
tration for  the  international  rail  cartel,  the  Continental  steel  entente, 
the  machine-wire  cartel,  and  the  recently  organized  domestic  cartel 
for  beams  and  ingots,  blooms,  and  so  forth. 

The  Vice  Chairman.  Do  you  intend  to  discuss  at  any  time  the 
general  governmental  policy? 

Dr.  Kreps.  I  include  an  agreement  here  among  governments  on 
cartels.' 

The  Vice  Chairman.  The  governments  themselves? 

Dr.  Keeps.  Yes. 

The  Vice  Chairman.  In  these  countries  where  these  cartels  operate, 
do  they  have  any  law  or  public  policy  with  reference  to  what  we  know 
as  activities  in  lestrairt  of  trade? 

Dr.  Kreps.  Some  do  and  some  do  not,  ' 

The  Vice  Chairman.  Do  those  that  do  have  make  an  exception  in 
behalf  of  these  cartels? 

Dr.  Kreps.  Sometimes.  The  law  is  extremely  varied  and  com- 
plicated, as  I  shall  indicate  in  a  moment.  . 

The  Vice  Chairman.  Let  me  ask  you,  then,  are  there  any  prose- 
cutions conducted  in  any  of  those  countries  s  eking  to  prevent  the 
character  of  practice  which  these  cartels  engage  in? 

Dr.  Kreps.  In  some.  In  Norway,  for  example,  they  have  rather 
rigorous  price  control  measures. 

The  Vice  Chairman.  Do  they  operate  under  the  cartels? 

Dr.  Keeps.  Yes. 

The  Vice  Chairman.  I  hate  to  ask  so  many  questions,  but  one 
other  question.  The  prices  which  the  organizations  belonging  to 
these  cartels  may  charge  are  to  some  degree  supervised  or  looked  over 
by  a  governmental  agency  before  those  prices  are  permitted  to  be  put 
into  effect? 

Dr.  Kreps.  In  some  instances  in  some  countries. 

The  Vice  Chairman.  To  what  degree  is  that  general  among  the 
countries  where  cartels  operate? 

Dr.  Kreps.  At  the  present  time? 

The  Vice  Chairman.  I  don't  mean  since  the  war,  but  prior  to 
the  war.^ 

Dr.  Kreps.  Prior  to  the  World  War  it  was  only  true  in  Germany 
in  the.  potash  industry.  Other  places  the  cartel  agreement  was 
regarded  as  valid  and  enforceable  without  supervision. 

The  Vice  Chairman.  And  no  general  blanket  legislative  or  govern- 
mental restraint  -or  control  which  operated  over  the  whole 
organization? 

Dr.  Kreps.  Usually  not. 

The  Vice  Chairman.  Upon  what  did  they  depend?  If  you  discuss 
this  later  on  I  v^dll  withdraw  the  question,  but  otherwise  upon  what 

'  "Exhibit  No.  2080,"  appendix,  p.  13369. 
5  World  War  I. 
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do  they  depend  for  restraint  upon  the  power  accumulated  by  those 
persons  who  belong  to  the  cartel  controlling  prices? 

Dr.  Kreps.  They  used  a  variety  of  devices. 

The  Vice  Chairman.  Do  you  discuss  that  ia  your  paper? 

Dr.  Kreps.  Yes;  I  do. 

The  Vice  Chairman.  Then  I  will  withdraw  the  question. 

CARTELS    IN    GREAT   BRITAIN 

Dr.  Kreps.  Now  in  England  the  cartel  movement  has  similarly 
swept  through  a  large  part  of  industrial  enterprise.  A  recent  observer, 
Dr.  Ben  W.  Lewis,  in  a  pamphlet  entitled  'Trice  and  Production 
Control  in  British  Industry,"  states: 

For  more  than  a  century  the  typical  British  industrialist  has  produced  whatever 
and  as  much  as  he  pleased.  Today,  as  a  member  in  good  standing  of  a  "rational- 
ized" industry  he  is  allowed  a  specific  percentage  of  the  total  business  which  hia 
industry  has  decided  to  handle  during  the  year  (and  he  will  pay  into  a  "pool"  if 
he  exceeds  his  quota  and  will  be  compensated  if  he  is  "short");  he  will  consult 
the  industry  schedule  before  pricing  his  goods  and  will  not  deviate  therefrom 
without  permission;  he  will  submit  his  sales  contracts  to  the  officials  of  his  indus- 
trial association  for  advance  approval  and  will  throw  open  his  books  for  industry 
inspection;  he  will  pay  a  levy  to  be  used  by  the  industry  to  purchase  and  destroy 
"redundant"  capacity;  and  he  will  depos't  with  the  officers  of  his  association  a 
substantial  amount  to  be  forfeited  if  he  is  found  guilty  of  noncompliance." 

Lewds  goes  on  to  say. 

The  essential  condition  making  it  possible  for  private  industry  to  inaugurate 
effective  schemes  of  control  has  been  provided  by  the  Import  Duties  Act  of  1932 
and  the  activities  of  the  Import  Duties  Advisory  Committee  under  the  terms  of 
the  act. 

The  Chairman.  Do  you  understand  that  to  be  a  statement  that  it 
was  law  which  authorized  this  arrangement  which  was  described  by 
Dr.  Lewis? 

Dr.  Kreps.  No.  In  one  or  two  instances  there  have  been  statutes 
which  really  bring  about  in  Great  Britain  the  condition  which  Dr. 
Lewis  describes,  but  in  general,  as  will  be  brought  out  a  little  later, 
free  trade  in  Great  Britain  meant  competition  from  abroad. 

The  Chairman.  Let's  get  this  straight.  Quoting  from  Dr.  Lewis 
I  find  this  phrase:  "He  will  consult  the  industry's  schedule  before 
pricing  his  goods."     Now,  who  makes  the  industry's  schedule? 

Dr.  Kreps.  The  association  for  the  industry. 

The  Chairman.  Does  it  do  it  by  authority  of  law? 

Dr.  Kreps.  No. 

The  Chairman.  Then  this  whole  program  which  is  described  by 
Dr.  Lewis  so  succinctly  is  a  program  whi-ch  is  adopted  by  industry 
itself. 

Dr.  Kreps.  Correct. 

The  Chairman.  In  other  words,  it  is  what  has  sometimes  been 
called  self-government  in  industry? 

Dr.  Kreps.  There  are  similarities  between  this  movement  and  the 
self-government  in  industry  movement. 

The  Chairman.  This  is  a  plan  of  production,  pricing,  and  distri- 
bution which  is  made  effective  by  those  who  are  interested  in  the 
production  and  sale  without  any  part  being  played  in  the  formulation 
of  that  plan  by  those  who  are  primarily  interested  in  purchasing. 

Dr.  Kreps.  That  is  usually  correct.     There  are  exceptions. 
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The  Chairman.  And  it  is  not  a  Government-sponsored  plan? 

Dr.  Keeps.  No,  but  the  Government  does  not  oppose  it. 

The  Chairman.  Yes,  sometimes  because  the  Government  doesn't 
know  what  is  going  on,  maybe. 

Dr.  Keeps.  And  sometimes  because  the  ma^nagement  of  industry 
and  the  management  of  Government  are  almost  in  the  same  hands. 

The  Chairman.  Now,  then,  what  about  this  Import  Duties  Act  of 
1932,  to  which  Dr.  Lewis  refers?     Have  you  examined  that  law? 

Dr.  Keeps.  Yes. 

The  Chairman.  In  what  way  does  that  operate? 

Dr.  Keeps.  That  operates,  of  course,  in  particular  industries,  and 
in  those  industries— — 

The  Chaieman  (interposing).  I  haven't  made  my  question  clear. 
Dr.  Lewis  said  the  essential  condition  making  it  possible  for  private 
industry  to  organize  these  schemes  was  provided  by  this  act  of  1932. 
Do  you  know  how?     What  was  the  essential  condition? 

Dr.  Keeps.  Because  it  kept  out  foreign  competition.  Prior  to  that 
time,  British  official  policy  looked  upon  these  agreements  as  being 
substantially  unenforceable,  as  not  lasting  very  long  because  there  was 
always  a  chance  for  competition  to  come  in  from  abroad. 

The  Chaieman.  There  used  to  be  a  phrase  in  this  country  years  ago 
when  I  was  first  beginning  to  take  an  interest  in  things  that  were  going 
on,  the  phrase  was  the  tariff  was  the  mother  of  the  trusts.  Is  that 
about  the  same  as  Dr.  Lewis  states? 

Dr.  Keeps.  That  is  essentially  the  idea. 

Senator  King.  Isn't  it  a  fact  that  the  Board  of  Trade,  which  is  not 
only  an  industrial  but  a  quasi  public  organization  in  Great  Britian, 
operates  in  connection  with  the  Cabinet? 

Dr.  Keeps.  Yes. 

Senator  King.  So  that  the  Government  itself,  through  p  oper 
instrumentalities;  keeps  in  contact  with  the  business  organizations  and 
determines  in  a  way  largely  the  policies  which  are  pursued  by  business? 
That  is  to  say,  my  recollection  is,  and  my  mind  is  a  little  vague  about 
that,  that  there  is  a  member  of  the  Cabinet  that  contacts  business  and 
has  to  do  with  business,  watching  the  interests  of  the  consumer  as  well 
as  watching  the  interest  of  those  who  are  seeking  to  extend  the  trade 
of  the  Government  with  the  Empire  and  the  lands  beyond  the  bound- 
aries of  ithe  Empire. 

Dr.  Keeps.  There  is  no  formal  supervision.  You  are  quite  right 
that  there  is  an  intimate  relationship  between  members  of  government 
and  ruling  members  of  industry.  That  intimate  relationship  un- 
doubtedly results  in  a  give  and  take,  in  some  modification  of  industry 
policy  at  some  times,  but  we  have  no  formal  evidence  on  that  point. 

Senator  King.  My  recollection  is  there  was  sort  of  a  liaison  officer 
with  considerable  authority  between  the  Government  per  se  and 
industry. 

Dr.  Keeps.  You  mean  definitely  with  respect  to  these  agreements? 

Senator  King.  With  respect  to  industry  generally  and  with  respect, 
also,  to  prices,  and  particularly  with  respect  to  seeking  markets  abroad 
and  to  watch  the  imports  with  a  view  to  determining  whether  or  not 
Great  Britain  having  departed  in  part  from  a  free- trade  policy, 
additional  tanff  rates  would  be  imposed. 

Dr.  Kb^jps.  There  is  no  doubt  that  British  Government,  like  all 
governments,  has  an  extensive  organization  servicing  industry.     On 
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the  other  hand,  there  was  no  formal  supervision  or  control  or  even 
registration  of  these  agreements. 

Senator  King.  I  v^asn't  speaking  so  much  about  agreements  as  I 
was  generally  the  supervision  of  industry  and  a  liaison  officer  between 
the  authorities  which  govern  the  Empire,  the  party  in  power,  and 
industry  with  a  view  to  determining  whether  the  pohcies  of  industry 
are  compatible  with  policies  of  the  Empire,  particularly  to  Great 
Britain. 

Dr.  Kreps.  Yes. 

(Representative  Sumners  assumed  the  Chair.) 

The  Vice  Chairman.  The  explanation  which  you  have  just  made, 
the  amplification  of  the  statement  you  made  a  moment  ago,  that 
often  it  is  so  that  the  control  of  Government  and  control  of  industry 
is  in  the  same  hands,  practically  the  same  hands — I  believe  you  made 
such  a  statement. 

Dr.  Kreps.  Yes. 

Senator  King.  There  is  no  doubt  when  the  MacDonald  government 
came  into  power  in  Great  Britain,  they  materially  modified  the 
internal  policies  with  respect  to  trade  and  commerce  as  well  as  the 
external  policies,  much  to  the  regret  of  the  conservatists. 

Dr.  Kreps.  Yes. 

The  Vice  Chairman.  When  you  speak  of  government  and  industry 
being  in  the  same  hands,  does  that  mean  the  legislative  and  policy- 
fixing  agency  of  the  Government  is  related,  or  some  bureau  in  the 
Government  that  really  has  exercise  of  governmental  power  in  refer- 
ence to  the  matter? 

Dr.  Kreps.  It  usually  means  that  the  same  group  with  the  same 
pool  of  knowledge  and  the  same  ideas  on  public  policy,  and  the  same 
famihes,  even,  tend  to  hold  offices,  in  one  case  in  industry  and  in  the 
other  case  in  government.  There  is  intellectual  interchange.  For 
example,  in  Great  Britaiii  Sir  Josiah  Stamp,  a  government  clerk  and  a 
professor,  became  head  of  the  British  Railways.  AIL  I  meant  to  imply 
by  "same"  was  not  that  the  same  person  held  two  offices,  but  that 
there  was  a  good  basic  understanding  between  the  leadership  of 
government  and  the  leadership  of  industry. 

The  Vice  Chairman.  From  your  observation  of  the  working  of 
that  arrangement  where  government  and  industry  are  largelj^  in  the 
same  hands,  is  industry  persuaded  to  modify  its  poficy  in  the  interest 
of  government? 

Dr.  Kreps.  Yes. 

The  Vice  Chairman.  The  Government  modifies  the  policy  in  the 
interest  of  industry. 

Dr.  Kreps.  Frequently. 

The  Vice  Chairman.  Each  way  about. 

Dr.  Kreps.  Yes.  There  is  give  and  take.  There  is  a  certain 
code,  may  I  say,  particularly  in  Great  Britain.  There  is  a  feeling 
that  certain  things  aren't  done  by  men  in  industry  and  by  men  in 
government,  according  to  a  rather  high  code  of  etliics,  of  idealism, 
and  of  trusteeship.  That  code  commands  the  allegiance  both  of 
men  in  industry  and  men  in  government.  Public  poficy  as  well  as 
industrial  policy  are  debated  and  discussed  in  terms  of  such  a  code. 
In  that  discussion,  modifications  both  of  industry  policy  or  proposed 
industry  policy  and  of  proposed  governmental  policy  take  place. 
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The  Vice  Chairman.  Pardon  me  for  inquiring  here,  because  this 
is  the  one  new  aspect  that  has  come  to  the  surface  here,  and  I  think 
is  very  interesting— it  is  to  me,  and  I  beheve  to  my  colleagues.  Those 
discussions  I  assume  are  to  a  large  degree  informal  between  the  heads 
of  industry  and  people  in  responsibility  in  the  Government. 

Dr.  Kreps.  Naturally. 

The  Vice  Chairman.  And  then  you  mean  there  is  a  sort  of  feeling 
of  loyalty  and  duty  and  patriotism  as  well  as,  I  assume,  some  coercion 
of  pubhc  opinion,  that  the  people  who  engage  in  industry  ought 
not  by  reason  of  power  acquired  by  these  cartels,  attempt  to  be 
extortionate  in  their  prices  or  unreasonable  in  their  restraint  upon 
individuals. 

Dr.  Kreps.  Yes.  In  other  words,  I  would  phrase  it  that  their  idea 
of  what  is  extortionate  and  their  idea  of  what  is  unreasonable  is 
likely  to  be  determined  by  this  code  of  a  gentleman,  which  English- 
men adhere  to. 

Senator  King.  They  have  a  system  of  taxation,  if  the  profits  are 
very  large  the  Government  takes  them. 

Dr.  Kreps.  Yes. 

The  Vice  Chairman.  Does  that  to  any  degree  change  the  public 
policy?  In  other  words,  do  they  feel  that  these  industries  are  tax 
gatherers,  and  the  price  they  charge  doesn't  make  much  difference  as 
long  as  the  public  stands  for  it? 

Dr.  Kreps.  I  don't  think  that  attitude  is  common. 

The  Vice  Chairman.  I  think  I  understand  what  you  are  saying, 
and  it  is  a  very  interesting  thing. 

Senator  King.  Our  Government,  as  I  understand,  takes  an  interest 
in  our  domestic  as  well  as  in  our  foreign  trade  and  commerce.  For 
instance,  Presidents  have  frequently  recommended  lowering  the 
tariffs  and  other  Presidents  have  recommended  increasmg  the  tariffs, 
and  the  heads  of  the  various  departments  even  now,  take  the  agri- 
cultural department,  spend  no  little^  time  in  making  speeches  through- 
out the  country  advocating  certain  governmental  policies  and  bring 
pressure  to  bear,  more  or  less  important,  upon  Congress  to  secure 
legislation  in  the  form  of  recommeiidations  to  the  executive  depart- 
ment of  the  Government.     Isn't  that  true? 

Pr.  Kreps.  I  understand  it  is. 

Senator  King.  I  know  it  is. 

Dr.  Kreps.  At  present  the  iron  and  steel  industry  is  completely 
controlled  by  a  supercartel,  a  federated  organization  of  some  35 
price-fixing  and  quota  associations,  together  with  probably  40  addi- 
tional informal  price  and  output  groups,  covering  practically  every 
iron  and  steel  material  and  product  in  the  British  Isles.  Agreements 
are  enforced  by  such  devices  as  the  deposit  of  prepaid  fines  and  sub- 
stantial "loyalty  discounts"  not  given  to  recalcitrants  or  outsiders. 

Other  products  characterized  by  effective  cartel  controls  are  tin 
plate,  galvanized  sheets,  sanitary  fire-clay  products,  cables,  light 
bulbs,  household  equipment,  radios,  generating  and  transmitting 
equipjnent,  matches,  soap,  glycerin,  white  lead,  various  metal 
prod»icts  such  as  fittings,  tools,  saws,  files,  drills,  cutlery,  and  cement. 
In  the  last-named  industry  there  is  a  quota-and-price  association 
which  quotes  deUvered  prices  on  a  common  basis  and  enforces  them 
by  penalty  deposits.  Quotas  are  based  on  past  performance  and 
operated  through  the  mechanism  of  a  "put  and  take"  pool.     In  the 
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lead  oxide  industry  a  similar  compensatory  "put  and  take"  arrange^ 
ment  is  operated,  the  specific  amounts  being  calculated  on  the  basis 
of  the  particular  markets  in  which  the  shortage  or  excess  occurs. 

In  Italy  cartelization  developed  after  the  war  in  the  iron  and  steel 
industry,  in  shipbuilding,  in  cement,  cotton,  certain  chemicals,  and 
paper.  Cartels  were  forced  upon  the  marble  quarries  of  Carrera,  the 
rolling  mills,  and  the  sulfur  mines. 

The  Vice  Chairman.  Who  forced  them,  the  Government? 

Dr.  Keeps.  The  Government. 

Belgium  has  a  long  cartel  history.  Thus  one  regional  association  in 
the  coal  industry  (Comite  houiller  du  Centre)  was  formed  as  early  as 
1841,  although  the  formal  cartel  providing  for  fixing  of  prices,  joint 
selling,  and  indemnification  for  dumping  was  not  organized  until  1896. 
The  coke  producers  organized  a  selling.comptoir  in  1894,  agreeing  with 
the  Ruhr  coke  syndicate  regarding  the  division  of  markets. 

Practically  every  phase  of  the  iron  and  steel  industry  was  cartelized 
long  before  the  outbreak  of  the  World  War.  The  cement  and  plate- 
glass  industries  are  also  strongly  controlled.  The  mechanical  window- 
glass  cartel  has  a  joint  selling  organization  for  foreign  as  well  as  do- 
mestic markets,  the  central  bureau  bilhng  all  shipments  direct  to 
buyers. 

GROWTH  OF  CARTELS  IN   GERMANY 

Dr.  Kreps.  Now,  concerning  Germany  little  need  be  said.  In  the 
late  seventies  various  coal  cartels  were  formed  in  the  Ruhr.  But  a 
Reichstag  cartel  investigation  in  1906  found  that  the  cartel  movement 
developed  gradually  and  comparatively  slowly  until  1895.  Of  the 
385  cartels  covered  by  the  investigation,  a  substantial  proportion 
came  into  being  after  the  turn  of  the  century;  the  industries  most 
affected  being  coal  mining,  iron  and  steel,  chemical,  and  brickmaking. 

It  was  estimated  that,  leaving  out  numerous  brickworks,  the  cartels 
covered  by  the  investigation  comprised  about  12,000  industrial  estab- 
lishments. About  200  of  the  cartels  investigated  had  joint  selling 
organizations.  During  and  after  the  World  War  the  number  of  cartels 
grew  with  great  rapidity. 

(Senator  O'Mahoney  resumed  the  chair.) 

The  Vice  Chairman.  Did  the  agency  of  investigation  make  any 
recommendation  after  it  concluded  its  investigation? 

Dr.  Kreps.  It  did. 

The  Vice  Chairman.  Were  they  favorable  or  unfavorable? 

Dr.  Kreps.  I  would  say  rather  they  were  puzzled. 

The  Vice  Chairman.  That  is  nothing  new,  or  old,  either. 

Representative  Williams.  In  Germany  are  there  any  industries 
outside  of  the  cartels? 

Dr.  Kreps.  Oh,  yes. 

Representative  Williams.  What  percentage  are  mider  the  cartels? 

Dr.  Kreps.  You  mean  in  1906,  or  at  the  present  time? 

Representative  Williams.  Now.  I  mean  before  the  last  war. 
What  was  the  normal  situation  there  with  reference  to  the  business 
carried  on  under  the  cartel  system? 

Dr.  Kreps.  I  wouldn't  hazard  a  guess,  but  suffice  it  to  say  that  most 
of  the  heavy  industries,  chemicals,  machinery  products,  ceramics,  and 
the  like  were  under  cartel  control.    There  were  even  some  cartels  in 
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the  wholesale  trade,  but  of  course  such  areas  of  mdustry  as  agriculture, 
service  enterprises,  and  the  lilce  were  not  cartelized.  _ 

Representative  Williams.  The  factory  business  cdrhnionly  known 
as  the  industries  of  that  country  were  under  the  cartel  system? 

Dr.  Kreps.  a  large  proportion. 

Representative  Williams.  A  great  part  of  that  business  was  con- 
ducted in  that  manner? 

Dr.  Kreps.  Yes. 

The  Vice  Chairman.  Is  there  any  distinction  in  the  scope  of 
permissible  operation  between  production  for  domestic  consumption 
and  that  which  was  either  going  into  foreign  trade  or  competitive 
with  foreign  trade? 

Dr.  Kreps.  Yes;  they  have  special  cartels  dealing  with  export 
trades. 

The  Vice  Chairman.  Very  often  sellmg  at  a  lower  price  in  the 
export  market. 

Dr.  Kreps.  Yes.  Germany,  suffice  it  to  say,  was  the  traditional 
land  of  cartels. 

The  uninitiated  often  believe  that  without  governmental  participa- 
tion cartels  cannot  exist.  This  is,  of  course,  not  true.  But  govern- 
mental policy  usually  determines  whether  cartel  agreements  are  made 
matters  of  public  record,  or  are  driven  underground.  The  attitude 
of  governments  and  their  concern  with  cartels,  both  in  Europe  and 
in  the  United  States,  has  varied  enormously. 

The  Vice  Chairman.  In  Germany  have  they  had  •  corrective 
legislation,  waves  of  threatened  opposition  and  correction  frequently 
in  that  country  with  reference  to  cartels? 

Dr.  Kreps.  They  had  one. 

The  Vice  Chairman.  When  was  that? 

Dr.  Kreps.  In  1923;  right  after  the  inflation  a  law  was  passed 
significantly  called  Decree  Against  Abuses  of  Economic  Power.  In 
the  development  of  that  law,  however,  cartels  were  not  proceeded 
against. 

In  general,  in  Europe  cartel  agreements  are  deemed  valid  and 
enforceable,  subject  to  the  usual  processes  of  litigation  and  adjudica- 
tion. I  might  add  here  that  cartel  agreements  usually  provide  that 
no  litigation  is  to  occur.     They  settle  their  own  disputes. 

Mr.  Ballinger.  In  other  words,  in  Germany  after  they  passed  the 
Decree  Against  Abuses  of  Economic  Power,  they  did  nothing  about 
concentrated  economic  power. 

Dr.  Kreps.  Correct.  As  a  matter  of  fact,  they  even  went  in  the 
other  direction. 

Most  detailed  are  the  regulations  in  Germany,  a  summary  of  which 
is  given  in  this  exhibit. 

Mr.  ScoLL.  I  would  like  to  offer  at  this  time  an  Excerpt  of  portion 
of  Table  of  Contents  from  "The  Legal  Position  of  Cartels  and  Con- 
cerns in  Europe,"  by  Dr.  Heinrich  Friedlander. 

The  Chairman.  Without  objection,  the  exhibit  may  be  received. 

(The  document  referred  to  was  marked  "Exhibit  No.  2078"  and  is 
included  in  the  appendix  on  p.  13366.) 

The  Chairman.  Do  you  have  any  copies  of  this? 

Dr.  Kreps.  There  are  some  typewritten  copies.  I  am  not  sure 
where  they  are  at  present. 
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Representative  Williams.  I  notice  a  statement  here  that  the 
agreements  are  determined  valid  and  enforceable.  Wlio  enforces 
them? 

Dr.  Kreps.  As  I  said,  if  they  want  to  go  to  a  court  of  law,  the  court 
of  law  in  some  instances  will  enforce  the  agreement,  but  the  cartel 
agreements  usually  provide  that  cases  are  not  to  be  taken  to  a  court 
of  law.     In  other  words,  they  establish  their  own  arbitral  tribunal. 

Representative  Williams.  They  are  given,  then,  a  kind  of  quasi- 
governmental  position. 

Dr.  Kreps.  They  are  given  the  same  position  that  contracts  for 
purchase  and  delivery  and  sale  in  this  country  have  had.  When  you 
buy  an  automobile,  or  what  have  you,  that  contract  is  enforceable  in 
the  courts. 

Representative  Williams.  I  got  t\\e  impression  a  while  ago  that 
cartels  as  an  organization  enforced  their  own  agreements  by  means  of 
fines,  penalties,  and  so  on. 

Dr.  Kreps.  Yes;  that  is  correct. 

The  Vice  Chairman.  What  is  the  procedure — if  you  discuss  it  in 
the  paper  or  in  your  remarks,  I  withdraw  it — but  what  is  the  pro- 
cedure under  which  a  new  activity  may  get  into  an  established 
market? 

Dr.  Kreps.  Sometimes  the  only  procedure  is  that  of  breaking  the 
cartel  such  as  when  a  new  source  of  supply  comes  in.  When  a  new 
producer  wants  to  produce  something,  he  breaks  the  price  or  disregards 
the  cartel  obligation,  maybe  disregards  the  cartel  rule.  If  he  is  strong 
enough,  ultimately  the  cartel  is  compelled  to  reorganize  and  include 
him. 

The  Vice  Chairman.  Wlien  he  does  fall  into  the  power  of  the 
cartel,  does  the  cartel  then  have  in  its  arrangement  some  power  to 
assemble  itself,  rather  to  bring  its  assembled  economic  strength  to 
bear  toward  crushing  him?  Is  that  sort  of  thing  permitted?  Is 
that  sort  of  thing  legislated  against  in  these  governments? 

Dr.  Kreps.  In  some  cases  it  is.  In  some  instances  it  is  not.  In 
other  words,  such  occurrences  are  regarded  as  part  of  the  general 
business  picture. 

The  Vice  Chairman.  Let's  get  that  a  little  clearer.  Do  you 
discuss  it  in  your  paper? 

Dr.  Kreps.  I  do  not. 

The  Vice  Chairman.  Well,  then,  let's  take  a  little  time,  if  you 
don't  mind.  Under  the  operation  of  a  country  that  is  committed 
to  the  plan  of  the  cartel,  practically  speaking,  it  would  seem  to  me 
to  be  almost  impossible  for  any  new  industry  to  enter  the  field  without 
the  consent  of  those  already  engaged.  Those  already  engaged  would 
not  be  disposed  to  accept  a  new  competitor  in  the  field,  that  they  felt 
they  were  pretty  fairly  taken  care  of. 

Dr.  Kreps.  The  last  part  of  your  statement  I  agree  with,  that  they 
are  not  disposed  to  accept  a  new  competitor.  They  are  sometimes 
compelled  to. 

The  Vice  Chairman.  But  •  that  compulsion  must  come  from  a 
power  and  economic  strength  and  business  ability  that  is  somewhere 
in  the  neighborhood  equal  to  the  aggregate  of  the  members  of  the 
cartel,  doesn't  it?     That  is  a  pretty  strong  statement,  but 

Dr.  Kreps  (interposing).  I  was  going  to  say,  take,  for  example,  a 
price-fixing  cartel.     Wlien  a  member,  due  to  one  reason  or  other,  is 
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dissatisfied  and  feels  that  he  can  get  a  larger  market  by  quoting  at  a 
lower  price,  he  may  not  have  an  economic  power  equal  to  that  of  the 
cartel,  but  none  the  less  be  rather  effective  in  breaking  the  price 
cartel  and  in  breaking  the  price.  The  jresult  is  that  the  cartel,  if  it 
doesn't  have  effective  measures  of  economic  reprisal,  may  have  to 
call  a  meeting  of  all  the  members  of  the  industry  and  try  to  reason 
together. 

The  Chairman.  Ordinarily  doesn't  a  cartel  have  that  means  of 
reprisal  on  its  hands  by  meeting  the  price  reduction  or  even  going 
further? 

Dr.  Kreps.  Yes. 

The  Chairman.  And  thereby  driving  this  rather  venturesome 
person  out  of  business  completely? 

Dr.  Kreps.  Yes. 

The  Chairman.  In  other  words,  what  we  are  dealing  with  here  is 
the  relationship  between  organized  business  and  organized  society. 

Dr.  Kreps.  Yes. 

The  Chairman.  And  the  extent  to  which  business  organizes  without 
the  authority  of  Government,  and  the  effect  of  that  organization  upon 
individual  flesh-and-blood  persons. 

Dr.  Kreps.  Exactly. 

The  Vice  Chairman.  If  I  may  ask  just  a  couple  of  more  questions, 
I  think  it  is  pretty  clear,  it  seems  to  me  rather  important,  in  this 
country,  which  I  can  visualize  more  easily  than  I  can  Germany,  if  a 
new  person  wanted  to  enter  vompetition  with  established  industry 
in  this  country,  and  those  established  industries  were  organized,  and 
the  resources  subject  to  some  central  control,  and  that  industry  was 
not  invited  and  not  welcome,  had  no  governmental  agency  to  which 
he  could  appeal,  such  as  ourselves,  that  deal  with  unfair  trade  practice 
in  our  trust  groups,  I  don't  see  how  he  would  get  in  at  all,  because' 
if  he  brought  a  suit  in  the  courts  claiming  a  violatio'n  of  his  right  to 
enter,  and  that  sort  of  thing,  why,  the  courts  would  say,  "We  don't 
entertain  that  suit;  they  are  doing  what  they  have  a  right  to  do,"  I 
don't  see  how  he  could  get  in. 

Getting  right  down  to  it,  it  seems  to  me  that  this  cartel  arrangement 
is  no  protection  to  the  individual  seeking  to  enter  into  competition 
with  established  persons  who  constitute  the  cartel.  It  seems  to  me 
that  whatever  your  theory  might  be,  as  a  matter  of  fact,  he  wouldn't 
have  a  look-in. 

Dr.  Kreps.  It  depends  on  the  mdustry  and  depends  on  the  time 
and  the  occasion.  If  he  has  a  new  process  or  a  patent  or  a  low-cost 
measure,  he  can  break  in. 

The  Vice  Chairman.  I  am  not  having  in  mind  somebody  who  has 
patented  something  who  shuts  everybody  else  out. 

Dr.  Kreps.  It  is  difficult,  but  not  impossible. 

Mr.  Ballinger.  You  don't  know  of  any  cartel  broken  by  the  opera- 
.  tion  of  an  independent  enterprise  or  outside  the  cartel?  Most  cartels 
break  down  by  sizable  revolt  from  the  inside. 

Dr.  Kreps.  Usually,  yes. 

Mr.  Ballinger.  Do  you  know  of  any  case  where  a  person  with  a 
better  manufacturing  process,  a  better  idea,  was  able  to  come  along  and 
smash  a  cartel? 

Dr.  Kreps.  Yes,  there  have  been  a  number  of  instances. 

Mr.  BaljLiInger.  Will  you  list  some  of  those? 
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Dr.  Keeps.  I  did  not  list  them,  but  there  have  been  a  number, 
particularly  in  the  chemical  industry. 

Mr.  Ballinger.  You  mean  outside  the  country  that  is  practicing 
cartels? 

Dr.  Kreps.  No,  inside  the  country  that  had  a  cartel.  Usually 
some  new  device,  some  new  patent  or  new  method  of  production 
enabled  this  outsider  to  break  in. 

The  Vice  Chairman.  And  the  people  who  had  machinery  or  had 
patents  which  did  not  permit  them  to  engage  in  competition  with  a 
new  process  had  to  yield  because  of  the  new  process. 

Dr.  Kreps.  That  is  right.  Often  patent  pools  were  estabhshed  as 
a  result. 

The  Vice  Chairman.  My  question  wasn't  directed  to  a  situation 
where  a  person  entering  the  field  entered  with  a  new  gmi. 

Dr.  Kreps.  Of  course,  there  are  disruptive  tendencies  in  the  cartel 
itself;  in  other  words,  opposition  builds  up  within  the  cartel,  disagree- 
ment concerning  quotas,  disagreement  with  respect  to  territory  or  sales, 
all  the  areas  of  disagreement  that  are  likely  to  occur  when  you  have  a 
group  of  men  together,  each,  after  all,  seeking  to  maximize  his  own 
gain. 

Senator  King.  Isn't  it  a  fact  that  following  the  World  War,  not- 
withstanding the  cartels  were  very  strong,  especially  in  the  dye  and 
chemical  industry,  in  the  utiUzation  of  coal  and  in  the  development  of 
aUof  the  coal  products,  there  were  a  very  large  number  of  independent 
organizations  started  up  in  competition  with  existing  cartel  activities? 

Dr.  Kreps.  Pecuharly  so  where  you  have  international  cartels 
which,  of  course,  broke  up  almost  completely  during  the  World  War 
and  have  broken  up  again  now. 

Senator  King.  And  isn't  it  true  that  during  the  last  5  or  6  years, 
notwithstanding  the  dominating  power  of  Mr.  *Hitler,  there  has  been 
a  very  great  increase  in  the  number  of  manufacturing  and  industrial 
activities  within  Germany? 

Dr.  Kreps.  I  don't  know. 

Senator  King.  Or  companies? 

Dr.  Kreps.  I  don't  know.  Cartels  and  economic  combines,  as 
you  notice  from  this  exhibit,  were  not  given  a  special  basic  legal  status 
there  until  the  decree  against  the  abuse  of  economic  power  promulgated 
in  1923.  In  that  decree  a  cartel  court  was  established  as  a  special 
tribunal  attached  to  the  Reichswirtschaftsgericht.  Unlike  ordinary 
courts  of  law,  its  associates  include  representatives  of  different  eco- 
nomic interests  and  an  expert  representing  the  public.  The  Minister 
of  Economics  was  given  the  power  of  intervening  in  cases  in  which  the 
public  interest  was  found  to  be  endangered.  So  far  as  detail  is  con- 
cerned, legislation  and  court  decisions  in  other  countries  afford  little 
of  outstanding  interest  though  much  of  labyrinthine  complexity. 

The  Chairman.  What  was  the  extent  of  the  power  of  intervention 
granted  to  the  Minister  of  Economics? 

Dr.  Kreps.  He  could  disband  the  cartel. 

The  Chairman.  By  his  owi\,decree? 

Dr.  Kreps.  By  a  finding  of  the  court. 

The  Chairman.  He  could  intervene  as  one  would  intervene  in  a 
suit'of  law  and  present  an  argument  to  the  court? 

Dr.  Kreps.  Correct. 
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The  Chairman.  It  would  be  the  court  that  would  issue  the  decree 
of  dissolution? 

Dr.  Kreps.  Correct. 

Senator  King.  In  other  words,  they  had  a  judicial  body  and  this 
person  to  whom  the  Senator  has  just  referred  was  rather  a  prosecuting 
attorney  who  would  assemble  the  evidence  against  the  practices  of  the 
cartel  and  this  court  would  determine  whether  or  not  it  should  be 
dissolved  or  modifications  should  be  inaugurated  in  connection  with 
its  activities. 

Dr.  Kreps.  Yes;  our  last  witness  in  this  hearing  is  an  expert  who 
served  in  Germany  before  this  court.  He  will  discuss  a  number  of 
the  interesting  problems  that  came  up.*  The  cartel  court  would  meet 
and  make  its  decision  and  this  decision  would  then  be  referred  to  the 
Supreme  Court,  sometimes  with  reversal,  and,  indeed,  all  the  other 
accompaniments  of  appeal  with  which  we  are  familiar  in  this  country. 

Senator  King.  So  that  judicial  review,  then,  was  exercised  in  regard 
to  these  agreements. 

Dr.  Kreps.  Yes. 

Senator  King.  That  is,  machinery  was  provided  for  judicial  de- 
termination of  the  validity  or  invalidity  of  these  respective  agreements. 

Dr.  Kreps.  Of  portions  of  these  agreements.  I  might  say  one 
interesting  episode  they  argued  about  was  what  is  a  cartel,  the  lower 
court  holding  that  a  certain  arrangement  was  not  a  cartel,  and  the 
upper  court  holding  that  it  was  a  cartel.  That  litigation  went  on  for 
some  little  time. 

Mr.  Ballinger.  Were  any  cartels  dissolved? 

Dr.  Kreps.  My  recollection  is  none. 

Mr.  Ballinger.  In  other  words,  there  was  great  agitation  about 
the  abuse  of  cartels  and  then  they  gave  the  Minister  the  power  to 
intervene  in  the  public  interest  but  no  cartel  was  dissolved? 

Dr.  Kreps.  No;  there  "^as  section  4  which  was  designed  to  be  "the 
section  when  the  law  was  passed  that  would  protect  the  public  interest, 
but  the  inflation  period  passed.  In  1924  stabilization  came  into  the 
picture,  and  at  chce  sections  8  and  9  of  the  law  became  prominent, 
which  were  sections  dealing  with  the  enforcement  of  the  cartel  decree 
upon  cartel  members  and  the  difficulties  that  came  about  When  they 
tried  to  enforce  upon  a  cartel  member  the  provisions  of  the  cartel 
agreement. 

Senator  King.  The  inflation  in  Germany  following  the  war,  in 
1923,  '24,  '25,  and  '26,.  (I  happened  to  be  in  Germany  on  those  occa- 
sions) disrupted  the  entire  economic  structure,  did  it  not,  and  made  it 
almost  impossible  to  determine  just  what  were  prices?  Prices  in  the 
morning  would  be  much  different,  than  when  night  came,  and  the 
next  day  the  prices  again  would  be  changed  so  there  was  no  static 
condition  in  regard  to  prices. 

Dr.  Kreps.  That  is  correct. 

The  Vice  Chairman.  Would  this  proceeding  to  which  you  have 
just  referred,  the  tribunal,  or  whatever  it  is,  before  which  the  hearing 
is  had,  have  any  jurisdiction  over  price? 

Dr.  Kreps.  Yes. 

The  Vice  Chairman.  Price  and  practices? 

Dr.  Kreps.  That  is  correct. 


1  See  p.  13347,  infra. 
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The  Vice  Chairman.  And  they  were  subject  to  modification  by 
the  judgment  of  the  court? 

Dr.  Kreps.  Correct. 

The  Vice  Chairman.  So  it  was  not  only  dissolution,  but  it  was 
cartel  practices  generally  that  were  subject  to  public  control? 

Dr.  Kreps.  Exactly. 

The  Vice  Chairman.  Is  tliere  any  Government  where  it  is  required 
that  prices  be  filed  with  any  governmental  agency  before  they  become 
effective,  any  tiling  similar  to  our  transportation  rates  that  are  required 
to  be  filed? 

Dr.  Kreps.  I  think  the  closest  approach,  Mr.  Congressman,  to  an 
answer  to  your  question  is  afforded  by  the  experience  of  Norway,  in 
wliich  the  law  requires  compulsory  registration  of  cartels.  Norway 
initiated  this  legislation  in  1921  and  amplified  it  by  the  law  of  1926 
which  has  as  its  main  objective  a  generally  continuous  control  of 
prices. 

Now  all  combines  and  large  companies  in  cartels  that  are  in  a  position 
to  exert  an  important  influence  on  the  prices  of  goods  or  services  are 
required,  upon  notification,  to  register  with  the  office  of  control  which 
was  created  by  the  law  and  invested  with  the  power  to  require  and 
check  any  information  it  may  deem  desirable.  Actual  dissolution  of 
cartels  and  other  measures  of  enforcement  are  entrusted  to  a  council 
of  control  consisting  of  a  president  and  four  members  and  assisted  in 
matters  of  local  or  regional  importance  by  communal  committees  of 
control,  successors  to  the  former  local  price  commissions.  A  similar 
law  has  been  adopted  by  several  other  small  European  countries. 

The  Vice  Chairman.  But  it  is  not  required  in  any  of  these  coun- 
tries with  which  you  are  familiar  that  there  shall  be  filed  in  advance 
of  their  going  into  effect  any  contemplated  modification  of  prices? 

Dr.  Kreps.  Not  that  I  am  famihar  with. 

compulsory    CARTELIZATION    in    FRANCE 

Dr.  Kreps.  There  is  another  development  in  all  this  intricacy  of 
cartel  legislation  wliich  is  important,  and  that  is  the  growing  tendency 
toward  compulsory  carteUzation,  not  only  in  Germany  and  Italy  but 
also  in  France  and  even  in  England.  The  bUi  passed  by  the  Chambre 
des  Deputes  in  France  in  1935  is  a  case  in  point.  According  to  Karl 
Pribram  in  liis  book  on  cartel  problems: 

The  bill  provides'that,  if  a  group  of  employers  representing,  as  a  rule,  two-thirds 
of  all  concerns  and  three-quarters  of  the  total  sales  of  the  industry,  during  the 
preceding  year  has  adopted  an  agreement  for  the  purpose  of  regulating  trade 
conditions  for  a  limited  period,  such  an  agreement  can  be  made  binding  upon  all 
members  of  the  industry  by  gbvernrhental  decree.  The  agreement  may  include 
a  wide  variety  of  measures  for  adapting  production  to  the  situation  of  the  market, 
at  home  and  abroad  (including  reduction  of  output,  hours  of  work,  and  inventories; 
restriction  of  production  to  existing  plants;  conclusion  of  collective  labor  agree- 
ments; fixing  of  minimum  standards  of  quality;  asses.sment  of  contributions;  and 
flotations  of  loans). 

In  order  to  avoid  far-reaching  governmental  interference  with  economic  life,  a 
special  "Arbitration  Committee"  composed  of  the  heads  of  independent  industrial, 
commercial,  and  financial  organizations  and  institutions  (including  the  Governor 
of  the  Bank  of  France  and  the  General  Secretary  of  the  Trade  Union  Federation) 
is  to  be  charged  with  the  task  of  examining  the  merits  of  its  findings  to  the  govern- 
ment. Unless  the  Committee's  proposal  is  strictly  affirm.ative,  the  government 
is  not  to  be  empowered  to  declare  the  agreement  binding.  Control  of  the  execu- 
tion of  the  agreement  is  placed  with-  the  appropriate  executive  department  of  the 
government. 
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The  Vice  Chairman.  Do  you  know  in  a  general  way  the  reason 
assigned  establishing  the  necessity  for  the  policy? 

Dr.  Kreps.  For  compulsory  cartelization? 

The  Vice  Chairman.  I  am  just  speaking  now  of  France;  they  passed 
a  law  for  compulsory  cartelization.  Do  you  know  and  can  you  state 
briefly  the  reasons  which  actuated  or  promoted  that  legislation? 

Dr.  Kreps.  Yes.  In  the  brief  which  was  filed  with  this  Dill — I 
forget  the  exact  technical  name  for  it — they  cited  the  arguments  which 
I  have  already  elaborated  this  morning:  The  necessity  for  French  in- 
dustiy  to  protect  itself  against  cartels  in  other  countries,  the  necessity 
for  French  industry  to  protect  itself  during  periods  of  excessive  com- 
petition from  the  risks  inherent  in  large  investment  when  price  cutting 
is  likely  to-  know  no  lower  limit. 

The  Vice  Chairman.  Was  there  any  claim  in  support  of  that  bill 
that  possibly  a  few  of  the  well  financed  and  stronger  industries  were 
about  to  drive  out  smaller  industries  that  could  not  compete  with  them 
in  the  scramble  for  a  market? 

Dr.  Kreps.  I  don't  know,  but  possibly  in  the  debates  that  point 
may  have  been  raised.  Of  course  in  the  brief  for  the  bill  as  such  it 
would  stand  to  reason  that,  point  would  be 

The  Vice  Chairman  (interposing).  That  is  not  included  among  the 
reasons  asking  for  the  bill? 

Dr.  Kreps.  No, 

The  Chairman.  This  first  setence  is  very  interesting  in  your  quo-* 
tation  from  Mr.  Pribram: 

The  bill  provides  that  if  a  group  of  employers  representing,  as  a  rule,  two-thirds 
of  all  concerns  and  three-quarters  of  the  total  sales  of  the  industry,  during  the  pre- 
ceding year  has  adopted  an  agreement  for  the  purpose  of  regulating  trade  condi- 
tions for  a  limited  period,  such  an  agreement  can  be  made  binding  upon  all  mem- 
bers of  the  industry  by  governmental  decree. 

Now  what  are  the  circumstances  which  determine  whether  or  not 
such  a  decree  is  issued  and  by  whom  it  is  issued? 

Dr.  Kreps.  It  is  issued  by  the  appropriate  executive  department, 
that  is  under  the  system  of  administrative  law  in  France,  the  adminis- 
trative decree  can  be  issued  by  a  number  of  departments,  depending 
upon  what  is  affected  in  the  agreement,  whether  it  is  labor,  conditions 
of  labor,  whether  prices  or  discounts,  or  whatever  the  situation  may  be. 

The  Chairman.  What  standards  control  the  acts  or  guide  the  acts 
of  the  executive  department? 

Dr.  Kreps.  You  mean  are  supposed  to  control? 

The  Chairman.  Yes,  surely. 

Dr.  Kreps^  The  standards  supposed  to  control  are  those  which  are 
mentioned  in  the  prelude  to  the  bill,  namely,  to  prevent  excessive  com- 
petition, to  protect  French  industry  against  cartels  in  other  countries, 
and  the  like. 

The  Chairman.  In  other  words,  it  would  appear  from  this  sentence 
standing  alone  that  size  of  itself  was  the  only  prerequisite,  although 
it  is  stated  there  that  the  decree  can  be  issued,  thereby  implying  that 
it  could  be  withheld  as  well. 

Dr.  Kreps.  Yes,  that  would  be  subject  to  the  decision  of  the  arbi- 
tration committee. 

The  Chairman.  Dr.  Kreps,  it  is  now  after  noon  and  the  quorum  call 
has  just  been  rung.     Suppose  we  adjourn  at  this  point. 
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Representative  Williams.  May  I  ask  one  question?  Wkat  is  the 
difference  between  this  French  system  and  our  N.  R.  A.? 

Dr.  Kreps.  Well,  if  you  mean  in  essence 

Representative  Williams.  Yes. 

Dr.  Kreps.  Probably  the  differences  aren't,  shall  I  say,  vital. 

Representative  Williams.  Personally  I  wasn't  able  to  see  any,  just 
by  looking  at  it. 

Dr.  Kreps.  Of  course,  in  detaU,  in  method  of  enforcement,  and 
method  of  adjudication  and  the  like,  the  differences  are  numerous. 

The  Chairman.  I  thought  we  might  pursue  that  discussion  this 
afternoon.  Before  we  take  a  recess,  the  Chaif  takes  note  of  the  fact 
that  Secretary  Morgenthau  has  written  to  the  chairman  notifying  him 
that  he  has  designated  Charles  L.  Kades,  special  assistant  to  the 
General  Counsel  of  the  Treasury  Departinent,  as  alternate  to  Mr. 
O'Connell,  representative  of  the  Treasury  Department  upon  this 
committee. 

I  have  also  been  advised  by  Mr.  Clarence  Avildsen,  member  of  the 
committee,  that  Mr.  Sumner  T.  Pike  has  been  designated  to  sit  during 
this  hearing.  We  have  had  the  pleasure  of  Mr.  Pike's  presence  this 
rnorning. 

The  committee  now  stands  in  recess  until  2:30. 

(Whereupon,  at  12:05  p.  m.,  a  recess  was  taken  until  2:30  p.  m.  of 
the  same  day.) 

afternoon  session 

(The  hearing  was  resumed  at  1:45  p.  m.  upon  the  expiration  of  the 
recess,  Senator  King  presiding.) 

Acting  Chairman  King.  The  committee  will  come  to  order.  Pro- 
ceed, Dr.  Kreps. 

THE    NUMBER    AND    SCOPE    OF   INTERNATIONAL    CARTELS 

Dr.  Kreps.  National  cartels  almost  irresistibly  grow  in  most 
industries  into  international  cartels.  For  economic  forces  in  modern 
times  cannot  be  held  down  within  the  confines  of  the  political  frontiers 
which  the  past  has  handed  down  to  the  modern  world.  Some  frag- 
mentary indication  of  the  wide  range  of  enterprise  in  which  prices, 
production,  and/or  sales  are  influenced,  if  not  controlled,  by  inter- 
national organizations  of  businessmen  is  given  in  "Exhibit  No.  2079." 

This  exhibit  shows  as  of  last  year  a  number  of  international  cartels 
in  the  mining  industries,  metal  iridustries,  chemical  industries, 
ceramic  industries,  electrical  industries,  textile  industries,  and  certain 
odd  manufacturing  enterprises. 

Acting  Chairman  King.  Are  there  copies  for  the  committee? 

Dr.  Kreps.  There  are  copies.  That  is  not  an  exhaustive  list. 
As  I  will  note  in  a  moment,  there  were  over  114  such  international 
cartels  before  the  World  War  and  at  the  present  time  nobody  knows 
actually  how  many  are  in  operation.     They  change  from  time  to  time. 

This  is  a  sample  of  some  that  existed  in  1938.  .     '         , 

Acting  Chairman  King.  Those  cartels  were  among  European 
nations  exclusively? 

Dr.  Kreps.  Only  the  European  members  of  such  cartels  have  been 
noted.  There  may  have  been  and  in  some  cases  we  have  evidence 
that  there  were  non-European  members,  Asiatic,  South  Artxerican, 
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and  North  American  members,  but  those  have  not  been  noted  in  that 
summary. 

Acting  Chairman  King.  Any  parties  to  the  cartels  residents  of  the 
United  States? 

Dr.  Kreps.  We  have  evidence  that  in  some  cases  such  as  in  the 
aluminum  and  electrical  industries  there  were  at  least  branches  of 
American  enterprises  abroad  which  served  as  members  or  as  observers 
in  such  cartels. 

Acting  Chairman  King.  Observers  or  members? 

Dr.  Kreps.  Both. 

Acting  Chairman  King.  To  what  extent  were  they  active  members 
in  the  cartel? 

Dr.  Kreps.  That  varies  with  the  cartel  concerned.  In  the  olec- 
trical  industry  there  was  a  good  deal  of  active  participation 

Acting  Chairman  King.  Proceed. 

Mr.  ScoLL.  I  would  like  to  offer  this  for  the  record. 

(The  list  referred  to  was  marked  "Exhibit  No.  2079"  and  is  included 
in  the  appendix  on  p.  13368.) 

Acting  Chairman  King.  I  presume  this  was  prepared  by  Mr.  Fried- 
lander  from  sources  which  he  had  available  in  Germany? 
^Dr.  Kreps.  Correct. 

liCting  Chairman  King.  He  was  in  Germany  when  he  prepared 
t      ? 

Dr.  Kreps.  No;  he  had  just  come  over  here  when  he  prepared  it. 

Acting  Chairman  King.  At  whose  instance  did  he  prepare  this? 

Dr.  Kreps.  At  the  instance  of  the  committee. 

Acting  Chairman  King.  Recently? 

Dr.  Kreps.  Within  8  months. 

Acting  Chairman  King.  Is  he  employed  by  the  committee? 

Dr.  Kreps.  No. 

Acting  Chairman  King.  Have  you  checked  the  sources  from  which 
he  claims  to  have  obtained  his  information  to  ascertain  the  accuracy 
of  the  same? 

Dr.  Krepb.  Yes;  I  have.  As  a  matter  of  fact,  many  more  could  be 
added  and  many  more  are  quoted  in  the  sources.  This  is  designed  to 
be  merely  a  minimum  list  of  the  cartels  concerning  the  existence  of 
which  there  was  no  uncertainty. 

Acting  Chairman  King.  For  instance,  I  notice  here  International 
Traffic  Insurance  Association.  Where  did  he  obtain  the  information 
as  tO'  this  association? 

Dr.  Kreps.  That  is  in  a  document  of  the  United  States  Depart- 
ment of  Commerce  entitled  "Control  of  Ocean  Freight  Rates  and 
Foreign  Trade."  We  did  not  list  the  members  because  we  did  not 
know.     The  existence,  however,  of  the  association  is  known. 

Acting  Chairman  King.  International  Tanker  Owners  Association? 

Dr.  I^REPS,  I  shall  submit  the  agreement  which  is  contained  in  this 
official  document  which  I  hold  in  my  hand, 

Actmg  Chairm^  K,ing.  International  Newsprint  Association. 
Was  there  such  a  cartel? 

Dr  Kreps.  There  is  such  a  cartel,  or  was  before  the  outbreak  of 
the  European  war. 

Acting  Chairman  King.  Of  recent  origin  or  back  many  years? 

Dr.  Kreps.  N'o;  there  have  been  cartels  of  various  sorts — local 
cartels,  and  then  an  attempt  at  a  national  cartel,  and  then  a  break-up 
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of  all  cartels — for  a  long  time  in  the  paper  and  pulp  and  in  the  news- 
print industries. 

Acting  Chairman  King.  There  has  been  great  competition,  has 
there  not? 

Dr.  Kreps.  Oh,  quite,  and  of  course,  as  I  tried  to  emphasize  this 
morning,  cartels  often  embrace  less  than  20  or  30  percent  of  the  total 
output.  It  is  not  necessary,  in  other  words,  in  order  to  have  a  cartel, 
for  the  cartel  to  embrace  100  percent  of  the  output  (in  fact  that  rarely 
occurs),  no  more  than  it  is  necessary  to  control  100  percent  of  the 
output  to  exert  controlling  influence  in  a  market. 

Acting  Chairman  King.  Has  there  ever  been  a  cartel  with  respect 
to  newsprint  that  controlled  that  great  industry? 

Dr.  Kreps.  No;  not  a  hundred  percent. 

International  cartels  are  not  new.  Many  years  ago  Dr.  Robert 
Liefmann  in  a  monograph  on  International  Cartels,  Combines,  and 
Trusts  cited  40  that  had  come  into  existence  prior  to  1896;  namely, 
those  controlling  the  production  of  borax,  bicarbonate  of  ammonia, 
dyestuffs,  muriatic  acid,  soda,  caffeine,  lactic  sugar,  alizarin,  chloral- 
hydrate,  oxalic  acid,  iodine,  strontianite,  bromides,  cyanide  of  potas- 
sium, chromates,  phosphates,  imitation  gold  leaf,  potter's  earth, 
fertilizers,  saline,  products,  djmamite,  small-arm  ammunitions,  rails 
(for  locomotives),  tubes,  iron  bars,  gas  piping,  rolled  wire,  needles, 
wooden  screws,  coke,  raw  zinc,  rolled  zinc,  bismuth,  lead,  copper, 
enameled  ware,  cement,  looking-glass,  parchment,  thread. 

Acting  Chairman  King.  There  has  been  active  competition  in  all 
of  those  commodities  to  which  you  have  just  referred? 

Dr.  Keeps.  Yes;  there  has  been  in  many  of  them. 

Acting  Chairman  King.  National  and  international? 

Dr.  Kreps.  Even  though  there  was  an  international  cartel. 

Prior  to  the  World  War  114  were  known  to  be  in  existence,  of 
which  18  were  in  transportation,  26  in  coal,  ores  and  metals,  8  in 
stoneware  and  porcelain,  5  in  electrical  manufacturing,  19  in  chemi- 
cals, 15  in  textiles,  7  in  paper,  and  16  in  miscellaneous  industries. 
Most  of  these,  while  disrupted  during  the  World  War,  were  revived 
•in  the  early  twenties  together  with  numerous  others. 

Acting  Chairman  King.  Those  are  largely  cartels  in  Germany, 
are  they  not? 

Dr.  Kreps.  Those  are  international  cartels  I  am  speaking  of, 
which  means  they  included  at  least  two  countries  and  in  many 
instances  you  are  quite  correct,  Germany  was  one  of  the  men^bcrs. 

Acting  Chairman  King.  Was  Germany  not  the  moving  or  im- 
portant factor  in  bringing  about  cartels  if  cartels  were  developed? 

Dr.  Keeps.  In  iriost  instances;  yes. 
on  the  whole- 
states  Dr.  von  Beckerath,  in  this  volume  I  have  previously  cited — 

the  number  (and  importance)  of  cartels  and  similar  organizations  in  Germany 
is  at  least  three  times  as  large  as  it  was  before  the  war.  The  situation  is  similar 
in  most  other  industrial  countries,  including  the  United  States,  where  export 
cartels  have  been  legalized,  and  an  increasing  number  of  cartel-like  organizations 
are  developing  in  the  domestic  market.  They  are  being  developed  successfully 
in  forms  which  avoid  publicity  and  prosecution  by  the  governmental  boards 
enforcing  the  antitrust  laws,  and  they  try  to  keep  their  activities  within  such 
limits  as  the  government  is  able  or  willing  to  permit. 
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Acting  Chairman  King.  What  knowledge  has  he  of  conditions,  in 
the  United  States  to  generaUze  in  the  manner  that  that  statement 
implies? 

Dr.  Kreps.  He  was  going  on  the  hasis  of  records  of  our  investi- 
gations back  in  1900,  and  before  the  World  War  as  well  as  records 
of  the  Department  of  Justice  and  the  Federal  Trade  Commission 
in  cases  that  have  come  before  them. 

Acting  Chairman  King.  Wliat  is  the  date  of  that? 

Dr.  Kreps.  This  was  published  in  1933. 

Acting  Chairman  King.  While  he  was  a  resideiit  of  Germany? 

Dr.  Kreps.  This  was  published  at  the  time  he  came  to  the  United 
States.     The  foreword  is  by  Professor  Taussig,  of  Harvard  University. 

Acting  Chairman  King.  At  whose  instance  did  he  prepare  this? 

Dr.  Kreps.  This  was  originally  a  German  book  and  tries  to  trace 
the  structure  of  industrial  organization  in  the  various  countries  of  the 
world,  because  as  I  have  tried  to  indicate,  economic  structures  and 
economic  pi'oblems  have  a  great  deal  of  similarity  in  all  modern  indus- 
trial nations.  In  particular,  the  cartel  structure  is  a  concomitant  of 
modern  industrial  development  and  does  not  confine  itself  to  national 
lines.  So  there  is  a  large  portion  of  this  book  devoted  to  a  discussion 
of  cartel  problems  under  the  heading,  "Eliminating  Collisions  Between 
Plant  and  Market  Requirements." 

In  the  chemical  industry  not  a  single  year  goes  by  in  which  our  De- 
partment of  Commerce  does  not  report  additional  cartel  developments. 
In  its  most  recent  report,  for  example,  are  -found  the  following  state- 
ments: 

Belgium: 

Existing  cartels  continued  to  operate  successfully  during  1938.  The  Comptoir 
General  des  Fabricants  Beiges  de  Superphosphates,  Brussels,  has  been  established 
as  a  joint,  sale's  office  for  the  marketing  in  Belgium  of  domestic  and  French  super- 

ghosphate.  It  is  reported  that  the  principal  members  of  the  organization  are  the 
Itablissements  Kuhlmann,  the  Union  ChimiqQe  Beige,  Superphosphate  Rosier, 
cie.  des  Metaux  d'Overpelt-Lommel,  the  Louvain  fertilizer  company,  and  Bat- 
taille  Freres.  The  principal  purpose  of  the  organization  is  to  establish  quotas  for 
aach  participating  firm. 

Similarly: 

A  price  agreement  covering  chlorine,  signed  by  Danish,  British  .and  German 
firms,  fixes  a  maximum  production  of  chlorine  for  sale  by  the  Danish  company,  as 
well  as  prices,  and  is  irrevocable  until  the  end  of  1940.  Another  agreement  be- 
tWeerf  Danish  and  German  firms  likewise  sets  the  maximum  production  of  potash- 
lye  by  the  Danish  eofiapany,  sales  prices,  terms,  etc.  All  the  important  companies 
in  the  fertilizer  trade  are  joined  in  a  price  agreement  under  the  terms  of  which  the 
parties^maintain  t^e  prices  set  by  Norsk  Hydro,  the  Nitrate  Corporation  of  Chile, 
and  other  supoliers.     Sales  quotas  are  fixed. 

Again: 

In  most  chemicals,  both  imported  and  domestic,  the  Swedish  market  is  governed 
by  the  same  cartels,  syndicates,  and  qutoa  arrangements  in  force  in  other  coun- 
tries, with  no  changes  in  1938.  Prominent  among  the  international  cartels  oper- 
ative in  Sweden  are  the.  Zinc  White  Cartel,  Nitrate  Cartel  (with  which  StoCkholms 
Superfosfat  Fabrike  A.  B.  has  an  unofficial  working  agreement).  Soda  Cartel, 
„j61aiiber's  Salt  Cartel,  Chloride  of  Lime  Cartel,  Magnesium  Sulfate  Cartel,  and  the 
International  Association  of  Superphosphate  Manufacturers.  The  Swedish 
Match  Co.  reports  that  it  maintains  marketing  agreements  with  its  foreign  affili- 
ates and  with  most  of  its  foreign  competitors  except  the  United  States. 

Or  again: 

!Phe  International  cartel  agreement  concluded  in  1931  between  Switzerland, 
Czecho-Slovakia,  France,  Germany,  Italy,  and  Sweden  for  the  purpose  of  regulat- 


CONCENTRATION  OF  ECONOMia  POWER        13063 

ing  prices,  sales,  and  sales  terms  in  the  marketing  of  sodium  chlorate,  has  been  ex- 
tended from  time  to  time  and,  upon  its  expiration  at  the  end  of  October  1938  was 
extended  for  one  year. 

Cartel  restriction  sclieines  are  boldly  ajiiiounoeil  in  press  releases 
abroad.  Thus  American  consumers  of  tin  are  told  by  the  Economist 
in  an  article  entitled  "Tin  Under  Control"  (March  4,  1939): 

Few  people  nowadays  are  opposed  in  principle — the  Economist  is  certainly  not — 
to  the  cooperative  adjustment  of  the  supplies  of  raw  materials  to  the  demand  for 
them  at  a  price  yielding  a  reasonable  profit  to  efficient  producers. 

With  that  principle  there  might  be  a  little  disagreement  until 
American  Inanufacturers  learned  that  standard  tonnages  have  already 
been  set  imder  the  third  tin  agreement  for  the  period  from  January  1, 
1937  to  December  31,  1941  as  follows:  Bolivia,  46,490  tons;  Malaya, 
71,904  tons;  Netherlands  East  Indies,  36,330;  Nigeria,  10,890;  Siam, 
l&,t)00;  Belgian  Congo,  13,200;  and  French  Indo-China,  3,000  tons. 

(Senator  O^Mahoney  assumed  the  Chair.) 

Dr.  Kreps.  These  tonnages  cause  American  demand  to  be  of  little 
influence.  They  implement  a  high-price  policy  which  not  only  is 
causing  the  proportion  of  the  world's  tin  mining  and  smelting  produc- 
tion enjoyed  by  the  British  Empire  to  decline  but  fails  to  even  out 
fluctuations  in  production.  American  consumers  may  well  share  the 
opinion  of  the  Economist  that 

a  control  committee  representative  of  producers — whether  of  the  actual  companies 
or  of  Governments  of  producing  companies — finds  it  difficult  to  resist  the  tempta- 
tion to  raise  prices. 

The  restrictions  and  cartel  experience  in  the  rubber  industry  have 
been  quite  similar. 

THE  INTERNATIONAL  RUBBER  AGREEMENT 

Dr.  Kreps.  I  submit  as  an  exhibit  the  present  agreement  of  tlie 
rubber  producers,  and  wish  to  call  attention  to  certain  features  in. 
tliis  agreement. 

The  Chairman.  This  "Exliibit  No.  2080"  you  desire  to  be  printed? 

Dr.  Kreps.  Yes,  sir. 

The  Chairman.  Without  objection  it  is  so  ordered. 

(The  document  referred  to'was  marked  ''Exliibit  No.  2080"  and  is 
included  in  the  appendix  on  p.  13369.) 

Senator  King.  What  countries  are  parties  to  that?  All  the  rubber- 
producing  countries  in  the  world? 

Dr.  Kreps.  Yes;  the  signatories  to  this  are,  for  the  Government  of 
the  French  Republic,  Ch.  Corbin;  for  the  Government  of  the  United 
Kingdom  of  Great  Britain  and  Northern  Ireland,  John  Simon,  P. 
Cunliffe-Lister;  for  the  Government  of  India,  B.  N:  Mitra,  subject  to 
certain  reservation;  for  the  Government  of  the  Kingdom  of  the  Nether- 
lands, R.  de  Marees  van  Swinderen;  for  the  Government  of  the 
Kingdom  of  Siam,  Phya  Subarn  Sompati. 

The  Chairman.  This  country  is  dependent  upon  the  countries 
named  in  this  agreement  for  its  rubber  supply? 

Dr.  Kreps.  It  is  for  its  entire  rubber  supply.  There  are  several 
interesting  features  of  this  agreement  which  are,  however,  quite 
general.  In  the  first  place  they  wanted  this  agreement  ui  order  to 
adjust  the. supply  of  rubber  to  the  demand  for  it,  and  maintain  a  f&iP 
and  equitable  price  level  which  would  be  reasonably  remunerative  .lo 
eflficient  producers.     That,  I  may  say,  is  the  general  reason  for  cartels. 


13064  CONCENTRATION  OF  ECONOMIC  POWER 

Senator  King.  Did  you  examine  this  sufficiently  to  determine 
whether  there  had  been  any  great  dedine  or  any  dedine  in  the  price  of 
rubber  during  the  past  15  or  20  years? 

Dr.  Keeps.  There  has  been  since  the  World  War. 

Senator  King.  Between  1920  and  1933  there  was  considerable 
dechne? 

Dr.  Kreps.  Yes.  This  cartel  and  agreement  did  not  come  into 
force  until  1933.  This  is  the  successor  to  the  original  Stevenson  plan 
back  in  1926  which  broke  up  mostly  because  other  producers  came  into 
the  picture,  notably  the  Dutch.     This  is  the  agreement  now  in  force. 

Senator  King.  You  discovered,  did  you  not,  in  your  researches  that 
if  prices  went  rather  high  competition  was  developed? 

Dr.  Kreps.  Supplies  come  in  from  almost  inconceivable  quarters. 

Senator  King.  When  silk  became  too  high  we  got  rayon? 

Dr.  Kreps.  Well,  there  isn't  quite  so  much  connection  between  the 
invention  of  a  substitute  and  its  price  as  there  is  between  finding  a  new 
source  of  supply  for  the  same  article.  That  is,  invention  has  other 
reasons  than  the  high  price  of  an  article,  although  the  latter  stimu- 
lates substitutes,  no  doubt  about  that,  if  they  are  available. 

Senator  King.  Take  the  plastics,  they  are  serving  a  very  important 
purpose,  in  part  a  purpose  which  was  prior  to  the  development  of  the 
plastic,  served  by  other  minerals  or  commodities? 

Dr.  Kreps.  Although  in  many  instances  they  serve  brand  new 
purposes  for  which  nothing  was  formerly  available. 

The  Chairman.  What  are  the  principal  restrictions  on  the  produc- 
tion and  distribution  of  rubber  set  forth  in  this  exliibit? 

Dr.  Kreps.  I  will  indicate  some  of  the  features  of  interest  in  that 
regard.  First  is  the  International  Rubber  Regulation  Committee 
that  has  been  set  up  under  this  agreement  which  fixes  from  time  to 
time  for  each  territory  or  group  of  territories  a  percentage  of  the  basic 
quota. 

Then  they  enforce  that  quota  by  penalties,  particularly  on  export 
and  on  import. 

The  Chairman.  Now  each  producing  country  is  assigned  a  specific 
quota? 

Dr.  Kreps.  I  have  the  tonnages  here. 

The  Chairman.  What  other  restriction  is  there? 

Dr.  Kreps.  There  is  restriction  on  the  amount  they  can  export  and, 
incidentally,  import.     That  penalty  runs  as  follows: 

Unless  such  rubber  is  accompanied  by  a  certificate  of  origin,  duly  authenticated 
by  an  ofiicial,  duly  empowered  for  this  purpose  by  the  Administration  of  the  terri- 
tory or  group,  the  penalties  which  may  be  imposed  for  this  offense  shall  include 
(a)  the  destruction,  and  (b)  the  confiscation  of  the  rubber. 

In  other  words  if  they  import  or  export  more  than  the  amount  set, 
then  the  International  Regulation  Committee  may  order  such  excess 
rubber,  not  having  the  certificates  of  exportation  and  importation,  to 
be  destroyed  or  confiscated. 

The  Chairman.  By  whom  will  they  be  destroyed? 

Dr.  Kreps.  The  International  Regulation  Committee  will  order 
it  done. 

The  Chairman.  But  this  is  an  agreement  of  countries? 

Dr.  Kreps.  Yes. 

The  Chairman.  Now,  suppose  one  country  should  choose  to 
disregard  the  restrictions,  how  would  the  restrictions  be  enforced 
against  it?     Certainly  not  by  the  committee? 
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Senator  King.  Gentlemen's  agreement. 

Dr.  Keeps.  Presumably  the  government  would  enforce  it  upon  the 
producers  under  that  government's  jurisdiction.  Now  if  the  govern- 
ment decides  not  to  play  ball,  so  to  speak,  then  the  agreement  falls 
and  will  break  up,  unless  certain  penalties  can  be  inflicted  on  that, 
government. 

The  Chairman.  This  committee  has  no  machinery  by  which  it 
may  enforce  the  terms  of  the  agreement,  has  it? 

Dr.  Kreps.  None,  except  that  its  certificate  has  to  go 

The  Chairman  (interposing).  Might  be  made  efTective  by  each 
country  within  its  own  borders  of  the  excess  importations  from  an 
offending  country? 

Dr.  Keeps.  That  is  correct. 

The  Chairman.  I  could  see  how  confiscation  and  destruction  might 
take  place  there,  but  it  would  be  impossible,  I  take  it,  for  one  country 
or  for  the  committee  to  attempt  to  enforce  obedience  to  the  agreement 
in  another  country  which  was  violating. 

Dr.  Kreps.  This  has  only  the  force  back  of  it  that  treaties  have. 

Senator  King.  And  some  of  those  cartels  are  made  by  companies 
and  individuals  rather  than  by  governments? 

Dr.  Kreps.  Most  of  them. 

Senator  King.  So  that  a  cartel  might  be  violated  by  a  producing 
country  of  rubber  and  the  country  itself  not  be  a  party  to  the  agree- 
ment, and  therefore  it  would  not  take  cognizance  of  the  violation  and 
enforcing  of  it? 

Dr.  Kreps.  That  happens  occasionally,  and  of  course  that  is  why 
in  event  of  war  all  agreements  are  broken.  The  similarly  controlled 
stocks  of  rubber 

Senator  King  (interposing).  Let  me  ask  one  question.  Isn't  it 
true,  generally  speaking,  that  the  cartels,  so-called,  are  not  enforced 
by  governments,  nor  are  governments  parties  to  them?  There  are 
cartels  in  which  the  governments  are  not  parties  and  most  of  the 
cartels  are  agreements  between  individual  companies? 

Dr.  Kreps.  Correct.  The  number  of  cartels  in  which  governments 
are  participants  is  a  very  small  percentage  of  the  total  number. 
Most  of  them  are  cartels  between  individual,  independent  business 
enterprises. 

Representative  Williams.  However,  the  one  you  are  now  discussing 
is  a  governmental  agreement? 

Dr.  Kreps.  That  is  why  I  brought  it  in,  as  an  example  of  that  type 
of  agreement. 

The  Chairman.  Now,  this  agreement  to  which  you  were  referring 
before  I  joined  the  committee  this  afternoon,  with  respect  to  tin,  is 
not  a  Government  agreement,  is  it? 

Dr.  Kreps.  The  tin  control  is,  that  is  correct,  not  entirely  a  Govern- 
ment agreement. 

The  Chairman.  So  that  there  are  some  implications  to  this  quota- 
tion from  the  Economist — let  me  read  it  in  order  to  get  your  comment 
on  it.  Apparently  under  the  heading  "Tin  under  control"  the  Econo- 
mist on  March  14,  1939,  said: 

Few  people  nowadays  are  opposed  in  principle — 
the  Economist  certainly  is  not — 

to  the  cooperative  adjustment  of  the  supplies  of  raw  material  to  the  demand  for 
them  at  a  price  yielding  a  reasonable  profit  to  efficient  producers. 
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Do  you  interpret  that  as  meaning  that  the  author  of  that  statement 
beheves  that  producers  without  any  approval  or  cooperation  by  the 
governments  of  all  the  people  should  be  empowered  to  place  com- 
modities like  tin  under  control? 

Dr.  Kreps.  I  don't  think  so.  I  have  the  article  here  in  its  Entirety, 
and  the  article  starts  by  saying, 

We  agree  with  this  in  principle — 

and  then  goes  on  to  make  the  observations  which  are  made  subse- 
quently here,  that  a  control  committee,  representative  of  producers — it 

says, 

whether  of  actual  companies  or  of  governments  of  producing  companies,  finds  it 
difficult  to  resist  the  temptation  to  raise  prices. 

The  Chairman.  I  see. 

Dr.  Kreps.  So  you  see,  while  in  principle  they  wouldn't  be  opposed, 
actually  the  way  things  work  out  they  find  it  difficult  not  to  be 
skeptical.  - 

The  Chairman.  There  is  nothing  in  the  article,  in  other  words,  to 
justify  the  inference  that  the  author  believed  in  control  through  non- 
public sources? 

Dr.  Kreps.  No;  there  is  nothing. 

The  Chairman.  Or  nonpublic  agents? 

Dr.  Kreps.  No.  This  rubber  agreement  controls  not  only  imports 
and  exports  but  controls  stocks.  No  one  can  hold  stocks  of  rubber 
exceeding  20  percent  of  the  rubber  wholly  grown  or  produced  and 
removed  from  his  holding  during  the  preceding  12  months,  or  alter- 
natively a  quantity  equivalent  to  twice  the  amount  he  is  entitled  to 
export  during  any  month.  That  is  the  total  amount  of  stocks  which 
can  be  held.     Similarly,  with  regard  to  planting,  in  article  12 — 

the  planting  of  rubber  plants  during  the  period  of  the  Regulation  shall  be  pro- 
hibited absolutely. 

Similarly  with  regard  to  replanting  (in  the  same  article): 

An  area  not  exceeding  10  percent  of  the  total  planted  area  of  his  holding  in  the 
territory  or  group  of  territories  shall  be  allowed  for  replanting. 

They  even  go  so  far  in  Article  13  as  to  prohibit  the  exportation  of— 

any  leaves,  flowers,  seeds,  buds,  twigs,  branches,  roots,  or  any  living  portion  of 
a  Rubber  plant  that  may  be  used  to  propagate  rubber. 

The  Chairman.  Now  this  agreement,  of  course,  is  not  different, in 
principle  from  the  agreement  to  which  the  United  States  is  a  party, 
governing  the  distribution  and  production  of  sugar  throughout  the 
world? 

Dr.  Kreps.  No;  the  sugar  agreement  would  be  called  a  cartel, 
abroad  at  any  rate.  Competent  foreign  observers — in  fact  it  would 
be  difficult  to  find  a  foreign  observer  that  would  not  call  either  the 
sugar  or  rubber  agreement  a  cartel: 

The  Chairman.  So  now  we  have  two  kinds  of  cartel  agreements, 
using  the  word  in  the  sense  that  you  are  now  using  it,  namely  those 
which  arei  entered  into  by  pubhc  authority,  as  in  the  case  of  sugar  and 
rubber,  ahd  those  which  are  entered  into  by  private  authority? 
-  Dr.  Kreps.  And  a  third  group  in  wfiich  private  individuals  and 
government  are  united. 

The  ChaIrman.  But  they  are  all  much  ahke  in  purpose  and  in 
effect?  - 
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Dr.  Kreps.  Yes. 

Senator  King.  But  the  overwhelming  number  of  cartels,  using  the 
term  as  you  have  used  it  in  your  answers  to  Senator  O'Mahoney,  are 
formulated  by  and  entered  into  by  individuals  or  corporations  or 
partnerships? 

Dr.  Kreps.  That  is  correct. 

Representative  Williams.  You  have  mentioned  sugar  and  rubber 
as  a  sample  of  cartels  entered  into  by  governments.  What  others? 
Have  you  made  a  sufficient  study  to  give  us  a  general  list  of  the 
articles  that  are  covered  by  governmental  agreements? 

Dr.  Kreps.  I  have  not  gone  through  the  complete  list  to  see  how 
many  governmental  agreements  there  are,  but  there  are  some  others. 

In  tliis  list  of  international  cartels,  offhand  I  can  say  that  govern- 
ments are  parties  in  these  agreements,  potash 

Senator  King  (interposing).  Could  you  give  the  governments? 

Dr.  Kreps.  Potash,  the  French  and  German  Governments  are 
members.     Nitrate,  the  Chilean  Government  is  a  member. 

Senator  King.  With  respect  to  potash,  neither  the  German  Gov- 
ernment nor  the  French  Government  per  se  is  operating  the  potash 
plants  or  developing  the  industry.  The  plants  are  operated  and 
owned  by  private  persons,  but  the  government  joins  in  the  cartels? 

Dr.  Kreps.  No;  both  in  Germany  and  in  France  some  of  the  plants 
-are  dwned  by  the  government.  In  Germany  the  State  of  Prussia  and 
the  State  of  Anhalt,  for  example,  own  potash  mines  and  are  members 
of  a  large  German  cartel,  a  domestic  syndicate,  which  in  turn  is  a 
member  of  the  international  cartel,  with  the  government  partici- 
pating. 

Senator  King.  That  is  to  say,  the  government  compels  itself,  where 
it  is  interested,  to  join  the  cartel. 

Dr.  Kreps.  Undoubtedly  there  are  others,  but  those  are  the  only 
only  ones  that  occur  to  me  offhand  in  that  list.  Of  course  that  list 
is  by  no  means  exhaustive. 

Returning  to  the  rubber  agreement  again,  we  find  a  typical  provi- 
sion in  that  the  vote  is  based  on  tonnage  produced.  In  the  rubber 
agreement  there  is  one  vote  for  every  complete  thousand  tons  for  the 
basic  quota  for  the  year  of  the  territory  or  group  of  territories  repre- 
sented by  that  delegation.  This  agreement  is  also  typical  in  that  it 
provides  for  cooperative  research  on  the  rubber  plant  and  on  rubber 
markets. 

At  the  present  time,  that  is,  for  1940,  the  quotas  for  the  various 
districts  are: 

Tons 

Straits  Settlements 642,  500 

Netherland  India 640,  000 

Ceylon : 107,  500 

India 1 1 7,  750 

Burma 13,  750 

State  of  North  Borneo . 21,000 

Sarawak ^ 43,  700 

Siam 55,  300 

As  the  exhibit  shows,  these  quotas  have  been  worked  out  up  to 
1943  in  terms  of  basic  tonnages  to  be  produced  in  each  of  these 
territories. 

Representative  Williams.  Are  there  any  restrictions  on  where 
those  quotas  shall  be  sold? 
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Dr.  Kreps.  No.  Of  course  most  of  this  is  sold  in  the  United 
States,  and  in  a  protocol  of  last  year  they  suggested  that  the  number 
of  representatives  of  the  United  States  on  the  advisory  panel  should 
be  increased  to  two.  Thus  in  this  International  Rubber  Cartel  the 
American  manufacturing  industry,  the  rubber  manufacturers,  have  a 
membership  of  two  on  the  advisory  panel. 

The  renewal  of  this  agreement  was  supported  by  the  Rubber 
Growers  Association,  the  Internationale  Vereeniging  voor  de  Rubber- 
cultuur  (Holland),  the  Union  des  Planteurs  de  Caoutchouc  en  Indo- 
chine  (France),  and  by  the  Advisory  Panel  of  Manufacturers. 

Senator  King.  Was  there  harmony,  so  far  as  you  could  ascertain, 
between  the  consumers  or  rubber — they  are  largely  in  the  United 
States — and  the  producers  of  rubber? 

Dr.  Kreps.  The  minutes  of  the  committee  are  not  available  for 
inspection. 

Senator  King.  Do  the  prices  which  you  have  ascertained  by  investi- 
gation show  a  decline,  a  consistent  decline,  during  the  years? 

Dr.  Kreps.  No.     As  you  know,  rubber  has  risen  in  price  since  1932. 

Senator  King.  Do  those  agreements  have  provisions  that  in  the 
event  of  international  conflict,  wars,  would  affect  the  production  or 
prices  and  the  agreements  cease  to  exist  or  be  modified? 

Dr.  Kreps.  I  have  no  such  provisions,  but  it  is  true  when  war 
breaks  out  that  these  agreements  fall.  The  period  after  the  war  is 
always  a  period  of  jockeying  between  producers  in  various  countries 
to  renew  the  international  cartel  agreement. 

Senator  King.  In  the  case  of  war,  laws  are  silent  as  well  as 
agreements. 

Representative  Williams.  To  what  extent  is  there  uniform  price 
on  these  quotas  sold  by  the  different  nations? 

Dr.  Kreps.  They  quote  the  price. 

Representative  Williams.  They  fix  the  price  in  the  agreement? 

Dr.  Kreps.  No;  the  International  Rubber  Committee,  theregula-, 
tion  committee,  determines  the  price. 

Representative  Williams.  That  isn't  the  same  the  world  over, 
is  it? 

Dr.  Kreps.  No;  it  is  the  same  from  the  points  of  shipment,  and 
then  freight  charges  are  added. 

Representative  Williams.  It  is  the  same  except  as  to  the  trans- 
portation costs? 

Dr.  Kreps.  That  is  right.     There  is  no  delivered  price  for  rubber. 

Representative  Williams.  And  the  association  fixes  that? 

Dr.  Kreps.  Yes;  this  regulation  committee. 

Representative  Williams.  Does  that  remain  uniform  through 
the  years? 

Dr.  Kreps.  No. 

Representative  Williams.  They  change  it  how' often?  Is  there 
any  rule  about  that  at  all? 

Dr.  Kreps.  There  is  no  rule  about  it. 

Representative  Williams.  Do  you  know  what  are  the  elements  that 
enter  into  their  consideration  in  changing  that  price? 

Dr.  Kreps.  I  don't  know,  but  I  would  imagine  business  conditions, 
items  of  that  nature. 
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OCEAN    FREIGHT    RATES    ESTABLISHED    BY    CONFERENCES 

Dr.  Kreps.  Turning  now  to  another  field  of  cartelization,  and  one 
with  whicli  the  counsel  for  the  committee,  Mr.  Scoll,  has  had  a  great 
(hnil  of  familiarity,  ocean  freight  rates  have  been  customarily  estab- 
lished by  conferences. 

Ocean  freight  rates  have  for  more  than  50  years  been  influenced, 
if  not  determined,  by  conferences  or  cartels  of  shipowners  and  govern- 
ments. For  shipping  due  to  stimulation  by  governments  with  nation- 
alistic ambitions  and  with  responsibilities  for  national  defense  has 
perennially  been  characterized  by  excess  capacity  and  low  profits, 
if  not  losses.     Quoting  this  pamphlet,  self-preservation — ' — 

The  Chairman  (interposing).    What  is  the  pamphlet? 

Dr.  Kreps.  Control  of  Ocean  Freight  Ra'tes  m  Foreign  Trade,  a 
world  survey  by  Albert  E.  Sanderson,  United  States  Department  of 
Commerce,  Trade  Promotion  Series  No.  185. 

Self-preservation  has  impelled  shipowners  to  organize  for  the  purpose  of  mini- 
mizing wasteful  competition.  *  *  *  The  depression  which  began  in  1929  was 
so  prolonged  and  devastating  to  the  financial  resources  of  shipowners  that  they 
were  forced  to  resort  to  unprecedented  measures  of  cooperation. 

How  unprecedented  is  shown  in  this  exhibit  which  I  offer. 

The  Chairman.  The  exhibit  may  be  received. 

(The  document  referred  to  was  marked  "Exhibit  No.  2081"  and  is 
included  in  the  appendix  on  p.  13377.) 

Dr.  Kreps.  I  would  like  to  comment  on  this  exhibit,  because  it 
outlines  the  plan  now  in  operation  of  the  first  international  pool  ever 
consummated.  Thus  even  that  most  individualistic  of  all  enterprises, 
the  tramp  steamer,  has  been  brought  under  cartel  control. 

Senator  King.  Is  the  United  States  a  party  to  that? 

Dr.  Kreps.  No. 

The  Chairman.  This  is  not  a  Government  cartel? 

Dr.  Kreps.  No,  this  is  not  a  Government  cartel.  This  is  what  we 
call  a  pool.  It  records  the  formation  of  an  association,  the  members 
of  which  pay  into  a  common  pool  a  percentage  of  all  freights  received 
by  them  on  charters  made  after  the  plan  becomes  operative. 

The  Chairman.  Are  American  shipowners  in  that  pool? 

Dr.  Kreps.  No;  the  members  of  this  committee  comprise — I  can 
read  their  names. 

The  Chairman.  Do.     I  think  it  would  be  interesting. 

Dr.  Kreps.  Guiseppe  Chiarella  ("  Petroleum"  S.  A.  de  Navigazione, 
"Perseveranza"  S.  A.  di  Navigazione),  Genoa;  W.  Molyneux  Cohan 
(H.  E.  Moss  &  Co.),  Liverpool;  William  Davies  (Davies  &  Newman), 
London;  W.  H.  de  Monohy  (N.  V.  Phs.  Van  Ommeren's  Scheepvaart- 
bedrijf),  Rotterdam;  J.  T.  Essberger,  Hamburg;  H.  Hoogland  (Blid- 
berg  Metcalfe  &  Co.),  Goteborg;  P.  LI.  Hunting  (Hunting  &  Son, 
Ltd.),  Newcastle-on-Tyne;  A.  P.  Moller,  Kobenhavn;  D.  Paust 
(Fearnley  &  Eger),  Oslo;  J.  Perrachon  (Compagnie  AuxUiaire  de 
Navigation),  Paris;  A.  Rapp  (the  British  Oil  Shipping  Co.,  Ltd.), 
London;  H.  T.  Schierwater  (the  United  Molasses  Co.,  Ltd.),  London. 

Schierwater  was  the  chairman  of  this  committee. 


13070        CONCENTRATION  OF  ECONOMIC  POWER 

This,  you  see,  includes  British,  French,  Swedish,  Norwegian,  Danish, 
Dutch,  ItaUan  tanker  companies  and  tanker  owners.  Here  they 
estabhsh  the  percentage  payable  into  the' pool: 

Although  the  maximum  percentage  payable  to  the  pool- on  voyage  charters  has 
been  fixed  at  SSYs  per  cent  of  the  gross  freight,  the  intention  of  the  committee  is 
to  recommend  that  at  the  commencement  of  operations  a  rate  of  10  per  cent  to 
15  per  cent  be  levied. 

For  enforcement  they  not  only  keep  this  pool  but  they  keep  a  register 
of  brokers  who  will  cooperate  and  support  the  pool  in  view  of  the 
benefits  which  brokers  will  receive  due  to  the  higher  freight  rates. 
Thereby  they  cooperate  with  the  brokers  and  the  brokers  cooperate 
with  them. 

They  limit  the  number'  of  vessels.  Signatory  companies  will  not 
put  into  service  any  of  their  vessels  at  present  laid  up,  unless  under 
repair,  except  that  they  will  be  permitted  to  substitute  individual 
vessels  laid  up  for  an  approximately  equal  tonnage  of  vesssels  now 
running. 

Representative  Williams.  What  traffic  does  that  represent? 

Dr.  I^REPS.  That  does  not  represent  a  large  part  of  ocean  traffic 
but  does  represent  all  the  oil  and  other  commodities  that  are  shipped 
by  tankers. 

Representative  Williams.  From  your  studies  has  that  had  an 
effect  on  transportation  rates? 

Dr.  Keeps.  That  I  can't  exactly  say.  I  don't  know  what  is  cause 
and  effect,  but  I  do  know  that  right  at  the  present  time  we  are  in  a 
vicious  circle ;  fuel  oil  prices  have  risen  nearly  50  percent  since  the  out- 
break of  the  war,  which  is  alleged  to  be  due  to  the  increased  tanker 
charter  rates.  These  increased  charter  rates  in  turn  are  said  to  be 
due  to  the  increased  cost  of  fuel  oil. 

Senator  King.  That  has  increased  prices  in  securing  insurance. 
The  charter  wouldn't  include  insurance,  would  it? 

Dr.  Kreps.  This  happens  to  be  in  our  own  intercoastal  trade. 

The  Chairman.  Of  course,  under  our  law  none  of  these  foreign 
tankers  would  engage  in  the  coastal  trade. 

Dr.  Kreps.  None  at  all,  so  the  question,  you  see.  Congressman 
Williams,  is  somewhat  difficult  to  answer,  but  it  seems  clear  that  a 
tanker  pool  of  this  sort  has  not  been  without  influence  on  freight  rates. 

Senator  King.  That  tanker  pool  is  not  limited  to  purely  coastwise 
trade? 

Dr.  Kreps.  It  doesn't  affect  intercoastal  trade  whatsoever.  That 
is  too  strong.     Normally,  it  would  not  affect  our  intercoastal  trade. 

incandescent  electric  lamp  cartel 

Dr.  Kreps.  The  manner  in  which  international  cartels  are  required 
to  set  up  international  economic  parliaments  and  governments,  that 
is  their  own  governments,  is  excellently  illustrated  by  the  present 
international  incandescent  electric  lamp  cartel.  This  cartel  has  a 
long  and  interesting  history  going  back  nearly  40  years.  The  present 
convention  (and  this  is  the  name  of  the  so-called  cartel)  for  the  Devel- 
opment and  Progress  of  the  Incandescent  Electric-Lamp  Industry 
was  reorganized  in  1924  and  consisted  of  27  producers,  including  vir- 
tually every  large  producer  in  Europe,  the  most  important  being  the 
Osram,  Philips,  Compagnie  des  Lampes,  the  Italian  S.  E.  C.  (Societa 
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Edison  Clerici)  Co.  and  the  largest  British  producers.  The  situation 
changed  Uttle  until  the  outbreak  6i  the  war.  According  to  the  United 
States  Tariff  Commission  in  its  document,  Incandescent  Electric 
Lamps,  pubHshed  in  1939: 

Under  the  terms  of  the  agreements  now  in  effect,  the  companies  apportion  among 
themselves  the  principal  world  markets.  The  General  Electric  Co.  has  granted 
to  the  foreign  companies  with  which  it  has  agreements  exclusive  licenses  under  its 
patents  to  manufacture  and  sell  electric  lamps  in  specified  countries,  which  are 
described  as  exclusive  territory.  In  a  number  of  these  agreements,  the  Gteneral 
Electric  Co.  has  granted  both  exclusive  and  nonexclusive  licenses  to  the  foreign 
companies,  whereas  other  agreements  are  limited  to  either  exclusive  or  nonexclu- 
sive licenses,  depending  upon  various  considerations.  In  the  territory  described 
as  exclusive,  the  companies  agree  not  to  compete  or  to  grant  licenses  to  competing 
companies;  in  nonexclusive  territory  they  may  compete  or  grant  licenses  to  com- 
peting companies,  but  upori  terms  usually  stipulated  in  the  agreements. 

The  licenses  prohibit  the  given  foreign  licensed  company  from  manufacturing 
or  selling  lamps  outside  the  territory  in  which  it  is  licensed.  The  General  Elec- 
tric Co.  is  prohibited  from  engaging  directly  or  indirectly  in  the  manufacture  of 
lamps  in  any  of  the  territories  assigned  exclusively  to  the  foreign  companies. 

In  return  for  the  grants  which  it  makes  to  the  foreign  companies,  the  General 
Electric  Co.  receives  from  each  of  the  companies  an  exclusive  license  to  make  and 
sell  lamps  in  the  United  States  under  all  patents  owned  or  controlled  by  these 
companies.  It  also  receives  from  some  of  the  foreign  companies  royalties  for 
the  use  of  its  patents  and  developments. 

The  foreign  companies  with  which  the  International  General  Electric  Co.  has 
agreements  and  under  which  exclusive  Licenses  have  been  granted  by  it,  are: 

British  Thomson-Houston  Co.,  Ltd England. 

Compagnie  des  Lampes France.' 

N.  V.  Philips  Gloeilampenfabrieken Netherlands. 

Osram  G.  m.  b.  H.  Kommanditgesellschaft Germany. 

Tokyo  Electric  Co.,  Ltd --- Japan. 

Societa  Edison  Clerici  Fabbrica  Lampage --. Italy. 

Cia.  Mexicana  de  Lamparas  Electricas,  S.  A Mexico. 

China  General  Edison  Co.,  Inc-_ . China. 

General  Electric  S.  A .._ Brazil. 

Parenthetically  here  the  fact  should  be  noted  that  the  General 
Electric  Co.  has  a  financial  interest  in  nearly  all  the  companies 
mentioned. 

The  Chairman.  The  apportionment  of  the  markets  is  a  restraint 
of  trade  which  has  been  condemned  so  far  as  domestic  business  is 
concerned. 

Dr.  Keeps.  Yes. 

The  Chairman.  As  a  violation  of  the  antitrust  law,  is  it  not? 

Dr.  Kreps.  That  is  right. 

Quoting  again: 

Inasmuch  as  the  exclusive  territories  of  the  firms  listed  above  include  virtually, 
all  of  Europe,  Jdpan,  China,  Brazil,  and  Mexico,  together  with  the  colonies, 
protectorates,  possessions,  and  mandates  of  the  countries  included  in  the  agree- 
ments^  competition  in  the  United  States  market  from  these  sources,  is  largely 
eliminated  and  conversely  the  General  Electric  Co.  is  prohibited  from  competing 
in  many  important  foreign  markets. 

I)r.  LuBiN.  Dr.  Kreps,  for  the  purpose  of  the  record,  referring  to 
your  answer  to  the  Senator's  question,  I  doubt  whether  the  courts 
have  ever  held  that  you  couldn't  use  your  patent  in  that  way.  In 
other  words,  restriction  of  markets  within  the  United  States  may  be 
held  to  be  violation  of  the  Sherman  Act,  but  where  a  patent  was 
involved  I  personally  don't  know  of  any  case  where  it  hasn't  hap- 
pened, I  mean  we  have  had  evidence  before  tliis  committee  of  other 
companies  and  other  kinds  of  industry  using  patents  in  that  way  and 
no  court  has  ever  declared  that  to  be  illegal. 
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Dr.  Krefs.  I  don't  know  what  difference  there  would  be  between 
this  and  the  bathtub  case  or  the  international  machinery  case,  but 
there  are  court  records  under  the  antitrust  laws  of  procedures  against 
companies  that  pool  patents. 

The  Chairman.  I  was  referring  to  the  bare  fact  that  the  apportion- 
ment of  territory  has  been  generally  recognized  as  a  violation  of  the 
antitrust  laws.  I  was  not  referrmg  at  all  to  any  exceptions  that 
might  come  up  under  the  patent  law  or  exceptions  that  might  follow 
under  the  Pomerene  Act  which  exempts  exception  from  the  antitrust 
law  so  far  as  foreign  trade  is  concerned. 

Dr.  Kreps.  The  agreements  to  the  convention  originally  scheduled 
to  continue  to  1934  were  revised  and  extended  to  1935.  In  order 
that  the  terms  of  the  convention  might  be  applied,  an  administrative 
agency  known  as  the  Phoebus  Co.  was  formed,  with  its  principal  office 
at  Geneva.  It,  acts  as  intermediary  for  the  exchange  of  methods  of 
manufacture  and  for  the  acquisition  of  patents.  All  members  of  the 
convention  are  partners  in  it.  All  obligations  are  subject  to  high 
penalties,  the  payment  of  which  is  guaranteed  by  the  deposit  of  con- 
siderable sums,  depending  on  the  business  turn-over  of  the  individual 
partners. 

In  addition  to  a  special  arbitral  tribunal  which  makes  final  award  in 
all  disputes  there  are  several  controlling  bodies,  to  wit  (1)  the  general 
assembly  meeting  once  or  twice  a  year,  a  vote  being  given  for  each 
million-unit  lamps  in  a  member's  share  quota  during  the  basic  years; 
(2)  the  administrative  board  which  watches  and  directs  the  applica- 
tion of  the  convention.  It  has  an  executive  committee  of  six  members 
to\iiake  decisions  on  current,  particularly  financial,  matters;  (3)  the 
business-development  committee;  (4)  the  sales  committee  which  gives 
general  directions  for  the  fixing  of  prices  and  conditions  of  sale  in 
various  territories;  (5)  the  standardization  committee,  designed  to 
bring  complete  uniformity  b,s  regards  external  form,  internal  structure, 
dimensions,  and  lighting  power  of  all  products  of  the  firms  members 
of  the  convention. 

In  each  country  of  manufacture  or  sale  there  are  national  assemblies 
which  decide  by  three-fourths  majority  upon  prices  and  conditions  of 
sale  locally.  These  national  economic  governments  are,  of  course, 
subject  to  the  International  Administrative  Board  and  International 
General  Assembly.  | 

Dr.  LuBiN.  Is  the  General  Electric  of  the  United  States  a  member 
of  the  assembly?     Do  tbey  vote,  too? 

Dr.  Kreps.  Yes.  They  have  -branches  abroad.  They  have  a 
financial  "interest  in  companies  abroad  and  usually  their  interests  are 
taken  care  of  through  companies — — 

Dr.  LuBiN  (interposing).  They  don't  vote  as  General  Electric  Co. 
of  the  United  States?  In  other  words,  their  production  isn't  taken 
into  consideration  at  all? 

Dr.  Kreps.  No. 

Representative  Williams.  Do  I  understand  from  this  agreement 
that  all  competition  from  foreign  sources  is  cut  out  of  the  United 
States,  such  as  the  General  Electric? 

Dr.  Kreps.  Largely  so,  as  the  Tariff  Commission  notes. 

Representative  Williams.  So  far  as  these  agreements  go  there  isn't 
any  of  those  companies  that  are  allowed  to  compete  with  General 
Electric  in  the  United  States? 
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Dr.  Kreps.  So  far  as  incandescent  electric-light  bulbs  are  con- 
cerned. Of  course,  this  is  only  one  of  dozens  of  products  put  out  by 
the  General  Electric  Co. 

Representative  Williams.  I  understand,  so  far  as  that  agreement 
goes,  they  have  exclusive  privilege  in  this  country,  so  far  as  foreign 
competition  is  concerned. 

Dr.  Kreps.  That  is  correj^t. 

COMPULSORY     CARTELIZATION     AND     THE     GROWTH     OF    INTERNATIONAL 

COMBINES 

Dr.  Kreps.  Now  what  causes  compulsory  cartelization?  The  story 
of  cartels  in  the  potash  industry  provides  an  instructive  example  of 
the  forces  which  impel  compulsoiy  cartelization. 

In  1876  the  first  potash  cartel  was  consummated  between  the  mine 
owners,  the  states  of  Prussia  and  Anhalt  and  the  refiners.  In  the  next 
30  years  numerous  agreements  on  prices  and  joint  selling  agencies 
were  formed,  disrupted,  and  reformed.  In  1909  certain  American 
fertilizer  companies  drove  a  shrewd  bargain  with  the  Schmidtmann 
group  which  had  seceded  from  and  broken  up  the  potash  cartel. 
Despite  protests  from  our  State  Department  coupled  with  tariff 
bargainings,  the  German  Reichstag  passed  in  1910  the  Reichs- 
Kaligesetz,  the  first  compulsory  cartelization  law  in  modern  Europe. 
It  fixed  production  quotas  and  provided  for  the  fixing  of  prices  every 
5  years  by  the  Federal  council  upon  consultation  with  potash  pro- 
ducers and  consumers.  But  the  number  of  mines  increased  from  68 
in  1910  to  168  by  the  end  of  1913,  while  production  increased  only 
20  percent. 

The  Chairman.  How  were  the  consumers  consulted  in  this  potash 
agreement,  do  you  know? 

Dr.  Kreps.  There  were  certain  associations  of  fertilizer  consumers 
and  agricultural  and  industrial  consumers  who  were  just  brought  in. 
There  was  no  official  vote  given  to  them. 

The  Chairman.  They  were  brought  in  as  a  matter  of  grace? 

Dr.  Kreps.  As  a  matter  of  grace. 

The  Chairman.  And  only  those  who  were  invited  could  come  in? 

Dr.  Kreps.  That  is  correct. 

Most  mines  were  working  at  low  capacity.  The  unexplored  potash 
area  resembled  a  new  gold-mining  region  or  oil  dome.  New  compet- 
itors kept  appearing  as  long  as  ther^e  remained  a  chance  of  a  "strike." 
Individuals  continued  to  sink  new  shafts  and  secure  a  new  allotment 
of  the  total  quota.  In  1919  a  new. law  was  passed,  establishing  a 
Reichskalirat  of  30  members  to  run  the  industry  of  which  5  repre- 
sented producers,  3  the  state  governments,  8  the  workmen,  3  the 
directors  of  the  potash-selling  syndicate,  1  the  technical  employees, 
4  the  agricultural  consumers,  2  the  potash  dealers,  2  the  chemical 
users,  and  1  a  potash  expert.  This  council  controlled  praduction, 
consumption,  sales,  and  prices  except  that  the  final  voice  on  prices 
could  be  exercised  by  the  Imperial  Government  through  the  Minister 
of  Economics. 

By  Stillegungsverordnungen  of  1921  and  1924  the  council  was  em- 
powered to  close  down  high-cost  shafts.  Thus  in  1928  the  number 
of  active  mines  was  only  60  as  opposed  to  175  in  1914,  while  the 
production  per  mine  jumped  from  5,200  to  23,700  metric  tons.     I 


13074        CONCENTRATION  OF  ECONOMIC  POWER 

ought  to  add  that  the  price  of  potash  dedined  below  what  it  had  been 
before  the  World  War. 

In  the  meantime,  the  combination  movement  went  on  apace,  the 
potash  interests  being  concentrated  in  two  groups,  one  the  Winter- 
shall  group  controlling  about  39  percent  of  production,  the  other  the 
Kaliblock  controlling  about  53  percent. 

But  the  menace  of  cutthroat  competition  now  came  from  the  Alsa- 
tian mines  which  had  been  returned  to  French  control.  -  Consequently 
a  series  of  agreements  were  attempted,  the  one  in  force  untU  recently 
being  substantially  that  adopted  in  1926. and  reproduced,  in  "Exhibit 
No.  2082,"  which  I  would  like  to  submit  for  the  record. 

Mr.  ScoLL.  The  "Text  of  Franco-German  Potash  Accord  Signed 
at  Paris,  December  29,  1926,"  is  offered  as  an  exhibit. 

The  Chairman.  It  may  be  received. 

(The  document  referred  to  was  marked  "Exhibit  No.  2082"  and  is 
included  in  the  appendix  on  p.  13380.) 

Dr.  Kreps.  According  to  this  agreement,  annual  sales  outside  of 
Germany  and  France  are  divided  up  to  a  limit  of  840,000  metric  tons 
of  potassium  oxide  in  the  ratio  of  70  percent  to  the  Kalisyndicat  and 
30  percent  to  the  Societe  Commerciale  des  Potasses  d'Alsace. 

Every  10  days  mutual  notification  of  orders  and  deliveries  is  made. 
Prices  are  agreed  upon.  In  1927  a  joint  sales  agency,  N.  V.  Potash 
Export  Maatschappij  was  formed  to  handle  all  export  sales  to  the 
United  States. 

Thus  the  American  potash  industry  is  faced  by  an  international 
C9,rtel,  with  foreign  governments  not  only  participating  but  compelhng 
cartelization,  depriving  American  consumers^  of  the  benefits  of  com- 
petition. That  in  certain  instances  counter-cartels  have  been  formed 
is  readily  understandable. 

.  Now  practically  all  observers  agree  with  Dr.  Liefmann,  who  states 
in  the  Encyclopedia  of  the 'Social  Sciences  in  his  article  on  cartels  that 
"there  has  been  a  marked  tendency  under  the  influence  of  the  cartel 
toward  the  formation  of  more  integrated  types  of  organization  such  as 
combines  and  consolidations."  These  industrial  combinations  fre- 
quently supplement  international  cartelization,  being  the  organiza- 
tions which  divide  markets,  make  price  agreements,  and  pool  patents. 
We  find  international  combines  and  commlmities  of  interest  in  the 
coal  and  iron  industries,  the  chemical  industries,  particularly  in  the 
nitrogen  and  rayon  industries,  in  the  electro  technical  industry  (Amer- 
ican and  German  General  Electric  Co,),  the  European  cellulose,  paper, 
an^  tobacco  industries,  the  European  linoleum  and  cork  industries, 
and  in  the  copper,  nickel,  zinc,  quicksilver,  lead,  and  other  metal 
industries. 

Probably  no  more  illuminating  example  of  the  growth  of  combina- 
tion and  international  cartelization  exists  than  in  the  dyestuffs  indus- 
try. Even  as  late  as  1912  there  were  16  independent  firms  in  Germany 
making  coal-tar  dyes,  with  more  than  90  percent  of  the  output  con- 
trolled by  five  large  firms,  namely:  (1)  Badische  Anilin  und  Sodafabrik 
(B.  A.  S.  F.),  Ludwigshafen,  (2)  Farbenfabriken  vorm.  Friedrich  Bayer 
&  Co.,  Elberfeld-Leverkusen,  (3)  Farbwerke  vorm.  Meister,  Luqius  & 
Briining,  Hochst,  (4)  Leopold  Cassella  &  Co.,  Frankfurt,  (5)  Aktien- 
gesellschaft  fiir  Anilinfabrikation  (Agfa),  Berlin,  but  even  as  between 
one  and  another  of  these  concerns  there  were  interlocldng  interests  and 
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the  position  at  the  outbreak  of  war  was  that  the  German  dye  industry 
was  massed  in  two  great  groups,  as  follows: 

The  Hochst-Cassella  group,  consisting  of  Meister,  Lucius  and  Briin- 
ing  of  Hochst  and  Leopold  Cassella  and  Co.  of  Frankfurt,  wliich  was 
formed  during  1904.  Messrs.  Cassella  acquired  the  right  to  sell  artir 
ficial  indigo  and  in  return  Meister,  Lucius  and  Briining's  agents  were 
authorized  to  sell  diamine  colors  on  the  basis  of  a  conrmion  price  list. 

The  Badische  group  consisted  of  the  Badische  Anilin  und  Soda- 
fabrik,  Friedrich  Bayer,  and  the  Aktiengesellschaft  fiir  Anilinfabrika- 
tion  (Agfa).  This  group  was  formed  toward  the  end  of  1904,  when 
an  agreement  was  made  to  operate  for  50  years  as  from  January  1, 
1905.  According  to  this  agreement,  the  members  retained  their  inde- 
pendent organizations,  but  a  central  board  was  formed  to  have  charge 
of  matters  of  mutual  interest.  The  common  profits  were  computed 
annually  according  to  a  uniform  system  and  of  these  profits  the 
Badische  Anilin  und  Sodafabrik  and  the  Bayer  Co.  each  received  43 
percent,  while  the  Berlin  Aniline  Co.  received  14  percent. 

The  reasons  for  the  formation  of  these  combinations  in  Germany 
were  alleged  to  be:  (a)  Increased  strength  to  meet  competition,  (b) 
joint  buying  of  raw  materials,  (c)  the  supplying  of  certain  products 
to  each  other,  (d)  joint  protection  in  patent  and  license  matters,  and 
(e)  joint  establishment  of  factories  in  foreign  countries. 

The  general  results  of  the  concentration  of  the  industry  in  Germany 
were  that,  out  of  16  concerns  engaged  in  the  industry,  two  powerful 
groups  or  rings  developed,  and  these  two  groups  were  able  largely  to 
control  the  prices  of  raw  materials.  One  result  of  the  amalgamation 
was,  of  course,  that  competition  between  the  various  concerns  abroad 
was  reduced.  The  mutual  exchange  of  processes  of  manufacture,  busi- 
ness methods,  relations  with  customers,  and  of  experiences  in  general 
is  said  to  have  resulted  in  the  reduction  of  expenses,  and  it  has  been 
asserted  that  within  2  years  after  the  combines  were  organized,  the 
costs  for  traveling  salesmen  and  advertising  were  reduced  by  one-half. 

Representative  Williams.  What -about  the  price? 

Dr.  Keeps.  The  price  also  went  down. 

Representative  Williams.  Correspondingly? 

Dr.  Kreps.  No;  not  correspondingly,  but  allowing  for  a  change  in 
the  general  price  level. 

In  1916  the  first  community  of  interests  or  I.  G.  was  formed  which 
united  all  the  dyestuflPs  producers  of  Germany  into  one  organization. 
While  still  reserving  their  independent  labor  force,  management,  and 
stockholders,  the  several  firms  pooled  their  sales  organizations,  their 
patents  and  processes,  and  their  profits,  the  Badische,  Bayer,  and 
Hochst  concerns  each  getting  24.82  percent  of  the  total  profits, 
Cassella  9.813  percent,  Agfa  8.082  percent,  Griesheim  6  percent  and 
Weiler  1.645  percent. 

A  mutual  trade  of  production  was  effected,  concentrating  various 
products  in  the  plants  of  lowest  cost.  They  established  a  general 
administrative  committee  to  effect  coordination  of  research,  financial 
policy,  and  the  like. 

The  Chairman.  Dr.  Kreps,  could  you  amplify  the  statement  with 
respect  to  the  various  items  of  reduced  expense  which  this  combina- 
tion resulted  in,  to  which  you  referred  just  a  moment  ago?  You 
spoke  of  the  cost  of  traveling  salesmen  and  the  expense  ior  advertising. 
Were  there  any  other  reductions? 

^:i24491— 41— pt.  as 4 
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Dr.  Kreps.  By  concentrating  production  of  one  dyestuff  or  gro.up 
of  dyestufFs  in  one  plant  they  were  able  to  reduce  manufacturing  cost 
as  well  as  their  selling  cost. 

The  Chairman.  This  reduction  in  the  expense  of  traveling  salesmen 
may  have  been  the  result  of  the  dismissal  of  some  traveling  salesmen, 
do  you  think? 

Dr.  Kreps.  Oh,  yes;  that  happened.  By  establishing  joint  sales 
agencies  and  having,  say,  in  the  United  States,  one  company  which 
would  sell  all  the  products  of  all  these  German  firms,  all  the  dyestuffs, 
they  could  exhibit  any.  one  of  a  group  of  dyestuffs  so  that  the  buyer 
could  pick  the  company  from  which  he  wanted  to  buy  in  one  office. 
Obviously  they  reduced  their  sales  force. 

The  Chairman.  In  other  words,  contributed  to  unemployment  at 
the  same  time. 

Dr.  Kreps.  Yes;  that  is  one  result. 

The  Chairman.  How  about  the  reduction  of  manufacturing  cost, 
did  that  also  involve  the  dropping  of  workers  in  the  plants? 

Dr.  Kreps.  Relatively,  that  is,  they  needed  fewer  workers  to  pro- 
duce the  dyestuffs.  However,  actually  what  happened  was  that  the 
industry  was  expanding  in  many  other  lines  besides  dyestuffs  at  this 
time  so  that  the  industry  can  show  a  record  of  incr^^-^sing  employment 
throughout  this  period. 

In  1925  a  complete  fusion  was  effected.  The  I.  G.  now  made  scores 
of  products  of  utmost  diversity. 

I  wish  you  would  turn  to  the  chart  entitled  "Colossal  Structure  and 
Ramifications  of  the  Great  German  Chemical  Combine,"  which  I 
would  like  to  submit  as  an  exhibit. 

The  Chairman.  The  chart  may  be  received. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2083"  and  is 
included  in  the  appendix  facing  p.  13382.) 

Dr.  Kreps.  In  that  chart  the  middle  figure  should  read  Interes- 
sengemeinschaft  Farbenindustrie  Aktiengesellschaft,  which  is  the  long 
technical  title  for  what  we  call  I.  G. 

The  Chairman.  Can  you  see  that  that  is  made  more  clear  for  the 
record? 

Dr.  Kreps.  Yes. 

The  Chairman.  I  would  identify  it  on  the  side,  if  you  can't  in  the 
diagram  itself. 

Mr.  ScoLL.  We  will  produce  a  fresh  copy  so  it  will  be  clear. 

Dr.  Kreps.  This  chart,  is  submitted,  not  to  study  all  the  details, 
of  course,  but  to  show  the  extent  to  which  already  in  1925  the  dyestuffs 
concern  had  branched  out  far  beyond  dyestuffs  into  nitrogen,  pharma- 
ceuticals, photostatic  and  textile  chemicals,  inorganic  chemicals, 
minerals,  lignite,  petroleum  products,  explosives,  agriculture.  They 
began  to  have  interests  in  mining,  coal,  iron,  and  potash,  lead,  explo- 
sive, and  fertilizer  companies  of  all  sorts.  This  is  a  direct  result  of 
cartels.  If  you  are  limited  in  one  regard,  you  are  not  limited  in  other 
respects,  so  you  take  your  labor  force,  or  that  excess  equipment,  or 
whatever  you  have  that  cannot  be  used  because  of  the  cartel  agree- 
ment. You  put  it  to  work  in  areas  and  in  products  not  covered 
by  the  cartel. 

It  had  cartel  agreements  in  dozens  of  commodities  with  producers 
in  every  part  of  the  globe.  Nothing  shows  thJs  fact  more  effectively 
than   the   series  of  negotiations  which   finally   brought   about   the 
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international  dyestufF  cartel.  The  movement  toward  national  inte- 
gration in  the  dyestuff  industry  was  not  peculiar  to  Germany.  It  had 
occurred  in  almost  identical  fashion  in  England,  France,  Italy,  and 
the  United  States. 

I  want  to  submit  here  a  chart  which  shows  the  coal-tar  dye  manur 
facturers  in  producing  countries  of  the  world,  and  their  cartel  partici- 
pation. The  cartel  members  are  shown  in  firm  outline,  and  you  will 
notice  that  the  cartel  members  consisted  of  firms  in  Germany,  France, 
Poland)  Switzerland,  and  certain  branches  in  the  United  States, 
because  these  firms  had  branch  firms  in  the  United  States,  and  the 
United  Kingdom,  and  Italy. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2084"  and  is 
ncluded  in  the  appendix  facing  p.  13382.) 

Dr.  Keeps.  All  of  these  firms  shown  in  "Exhibit  No.  2084"  are 
firms  producing  one  or  another  type  of  coal-tar  dyestuff.  In  each 
case  you  have  an  agreement  somewhat  similar  to  those  that  I  have 
pXit  into  the  record  this  afternoon. 

The  Chairman.  Let's  get  an  interpretation  of  "Exhibit  No.  2084." 
The  principal  countries  at  the  top  of  the  chart  are  Germany  and 
Switzerland. 

Dr.  Keeps.  They  are  the  two  chief  dye  producers  in  the  world, 
or  were  at  this  time. 

The  Chaieman.  Let's  follow  the  line  with  respect  to  Germany. 
Let  us  have  it  described,  just  what  it  means. 

Dr.  Keeps.  Germany  has  a  direct  interest  in  Durand  et  Huguenin, 
which  is  a  French  concern.  It  has  a  direct  interest  in  Colori  Nazionale 
AflSni,  S.  A.  The  General  Aniline  Works  was  a  branch  concern  in 
this  country. 

The  Chaieman.  Of  course  when  we  speak  of  Germany,  we  are 
speaking  rather  of  the  German  cartel  rather  than  of  the  Government, 
of  course. 

Dr.  Keeps.  Yes.  There  is  no  governmental  participation  in  this 
at  all.     These  are  all  private  producers. 

The  Chaieman.  Now,  then,  with  respect  to  the  United  States,  it 
would  appear  that  the  General  Aniline  Works  was  controlled  from 
Germany. 

Dr.  Keeps.  That  is  a  branch. 

The  Chairman.  And  the  Cincinnati  Chemical  Co.  from  Switzerland. 

Dr.  Keeps.  Yes,  it  is  a  branch  of  a  Swiss  firm. 

The  Chaieman.  How  about  the.phemical  Foundation? 

Dr.  Keeps.  The  Chemical  Foundation  has  no  relationship  to 

The  Chaieman  (interposing).  It  is  outside  the  cartel,  of  course. 

Dr.  Keeps.  Yes,'  it  was  set  up  during  the  World  War  to  take  over 
certain  dyestuff s'  patents  in  this  country. 

The  Chaieman.  Except  for  the  Chemical  Foundation  and  the  work 
that  was  done  under  the  leadership  of  Mr.  Francis  P.  Garvan,  the 
head  of  the  foundation,  consumers  in  the  United  States  were  dependent 
upon  Germany  and  Switzerland  largely  for  their  dj^estuffs. 

Dr.  Keeps.  Before  the  World  War  entirely  so,  or  nearly  entirely  so. 
We  had  a  couple  of  producers,  the  Schoelkopf  Bros.,  of  Buffalo,  pro- 
ducing sulfur  deep  black  E.  W.,  for  example.  But  so  far  as  indigo  was 
concerned,  and  a  large  proportion  of  other  coal-tar  dyestuffs,  we  were 
almost  entirely  dependent  upon  Germany  and  Switzerland.  At  this 
point,  however,  we  had  developed  during  the  World  War  an  indigenous 
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dyestuff  industry  of  our  own.  The  du  Pont  concern,  after  the  war, 
the  AlUed  Chemical  and  Dye,  and  Dow  Chemical  Cos.,  among  others, 
had  made  the  United  States  independent.  At  the  present  ,time  we 
manufacture  more  than  90  percent  of  our  own  coal-tar  dyestuffs,  only 
importing  certain  high  specialty  dyes,  notably  from  Switzerland. 

The  Chairman.  Until  that  developed  after  the  World  War,  we  were 
at  the  mercy  of  those  countries. 

Dr.  Kreps.  Before  the  war,  we  were  almost  completely  at  the  mercy 
of  Germany. 

The  Chairman.  Most  of  the  German  companies  and  Swiss  com- 
panies were  protected  by  the  patents  issued  by  the  United  States 
patents. 

Dr.  Kreps.  Yes. 

The  Chairman.  So  we  were  issuing  our  patents  to  a  foreign  cartel, 
enabling  that  foreign  cartel  to  control  the  price  to  our  own  people 

Dr.  Kreps.  Yes. 

Now,  it  should  be  understood  that  this  exhibit  only  shows  the  coop- 
eration in  dyestuffs.  The  picture  for  explosives  would  be  different, 
and  the  picture  for  rayon  would  be  different,  and  so  on  around  the 
circle  of  chemicals  there  would  be  different  companies.  Although  on 
the  whole  these  giant  combines  that  I  show  in  the  next  three  ex- 
hibits  

Mr.  ScoLL.  Excuse  me.  I  don't  know  whether  that  has  been 
received. 

The  Chairman.  These  three  exhibits  will  be  received. 

(The  charts  referred  to  were  marked  "Exhibits  Nos.  2085  to  2087" 
and  are  included  in  the  appendix  facing  p.  133^2.) 

The  Chairman.  Before  you  go  on  to  "Exhibit  No.  2085"  and  the 
others,  it  would  appear  from  "Exhibit  No.  2084"  that  the  condition 
in  the  United  Kingdom  was  substantially  the  same  as  it  was  in  the 
United  States  before  the  war. 

Dr.  Kreps.  That  is  true. 

The  Chairman.  And  likewise  in  Italy. 

Dr.  Kreps.  Likewise  in  Itaty. 

The  Chairman.  France  and  Poland? 

Dr.  Kreps.  France  had  a  little  more  of  an  indigenous  dyestuff 
industry.  Not  a  great  deal.  Poland  was  dependeiU.  Switzerland 
and  Germany  between  them  controlled  at  least  80  percent  of  the 
total  coal-tar  dyestuff  trade  in  the  world. 

Now,  note  that  I  reproduced  here  the  organization  of  the  Inter- 
essengemeinschaft  Farbenindustrie  to  show  the  relationships  which 
it  had  in  the  twenties.  Of  course  these  relationships  change  almost 
from  month  to  month.  That  should  be  understood.  This  is  only  a 
sample.  This  would  be  inaccurate  in  detail,  in  certain  details,  for 
any  one  year,  but  it  is  accurate  at  this  particular  time,  which  was 
1928,  at  least  substantially  accurate  at  that  time. 

Every  time  an  agreement  is  consummated,  and  agreements  are 
being  consummated  all  the  time,  these  relationships  are  likely  to 
change  in  some  detail,  but  notice  that  at  that  time  these  concerns  in 
,the  I.  G.  had  arrangements  of  various  sorts  not  only  with  firms  of  the' 
most  varied  character  in  Germany  itself,  but  with  concerns  producing 
the  same  commodity  in  all  corners  of  the  earth  the  explosive  concerns; 
being  listed  at  the  left.  Dyestuffs  concerns  are  listed  directly  undeir 
neath.     Certain  mining  and  mineral  coiKj'erns  are  listed  at  the  right,. 
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notably,  of  course,  lignite  and  coal  concerns.  But  they  had  certain  re- 
lationships with  other  firms  in  Germany,  such  as  the  A.  E.  G.,  which  is 
the  Allgomine  Elektricitatsgesellschaft,  with  the  union  of  the  steel 
works,  die  Vereinigte  Stahlwerke,  and  similarly  with  Standard  Oil, 
with  du  Pont  and  with  certain  photographic  firms,  with  Imperial 
Chemical  Industries,  Ltd.,  les  Etablissements  Kuhlmann,  which  is  a 
French  concern,  the  Ciba  group,  which  is  in  Switzerland,  British 
Celanese,  and  the  Solvay  group  in  Belgium. 

You  will  note  similarly  that  the  chart  for  Imperial  Chemical  Indus- 
tries, Ltd.,  tells  an  essentially  similar  story.  That  is,  "Exhibit  No. 
2086."  Again  you  will  find  listed  there  Nobel  Industries,  which,  of 
course,  produces  explosives,  Brunner  Mond,  soda  alkali,  and  the 
British  Dyestuffs  Corporation,  which  is  a  member  of  the  Imperial 
Chemical  Industries,  Ltd.  You'  again  find  relationships  with  metal 
companies  and  mineral  companies,  and  the  like,  and  with  foreign 
concerns. 

Over  on  the  right  you  will  notice  relationships  there  with  the 
Interessengemeinschaft  and  Lee  Higginson  and  with  the  De  Beers 
Diamond  Syndicate,  with  Mond  Nickel,  which  later  became  part  of 
International  Nickel,  and  with  other  firms. 

A  similar  chart,  "Exhibit  No.  2087",  tells  the  same  story  for  the 
French  dyestuffs  combine.  This  Compagnie  Nationale  du  Matieres 
Colorantes  et  Produits  Chimiques  branches  out  into  the  mineral, 
coal,  and  even  the  textile  industries.  It,  too,  has  agreements  of 
various  kinds,  joint  ownership,  and  various  other  relationships  with 
foreign  firms. 

I  didn't  reproduce,  although  it  would  have  been  possible  to  do  so, 
similar  charts  for  certain  American  firms  and  Italian  concerns.  The 
thing  I  wanted  to  point  out,  the  thing  that  seems  to  me  to  stand  out 
clearly  is  that  nearly  every  firm  mentioned  is  a  huge  concern  virtually 
embracing  an  entire  national  market,  each  capable  of  dealing  on  equal 
terms  with  the  I.  G.  in  Germany.  All  are  chemical  giants  producing 
hundreds  of  commodities  in  scores  of  plants  in  every  important  center 
of  chemical  production  and  consumption  in  the  world. 

In  short,  combination  into  national  monopolies  was  regarded  as 
necessary  to  hold  one's  own  in  international  negotiations.  I  want  to 
repeat  here  the  words  of  a  very  famous  Report  on  Dyes  and  Dyestuffs 
prepare'^  by  a  subcommittee  appointed  by  the  standing  committee 
on  trusi  which  examined  the  formation  of  the  British  Dyestuffs 
Corporation,  which,  you  remember,  was  just  one  of  the  companies 
listed  in  Impeiial  Chemical  Industries,  Ltd. 

This  report  was  published  in  1921. 

The  Chairman.  You  are  reading  from  what  document  now? 

Dr.  Kreps.  I  am  reading  from  the  document  'called  "Dyes  and 
Dyestuffs." 

The  Chairman.  Issued  by? 

Dr.  Kreps.  Issued  by  the  British  Government,  cmd.  1370,  pre- 
sented to  Parliament. 

The  Chairman.  Was  this  a  subcommittee  of  Parliament,  or  was 
it  an  executive  committee: 

Dr.  Kreps.  It  was  a  subcommittee  of  the  standmg  Committee  on 
Trusts  of  Parliament. 

The  Chairman.  This  was  the  House  of  Commons,  Standing 
Committee  on  Trusts,  a  subcommittee  report. 
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Dr.  Keeps.  Correct. 

The  Chairman.  So  they  have  monopoly  committees  over  there,  too. 

Dr.  Kreps.  Yes.  They  have  had  a  number  of  investigations  con- 
cerning particularly  the  impact  of  these  combinations  and  these 
cartels.  In  tliis  case  they  were  looking  into  the  British  Dyestuffs 
Corporation  which  had  become  a  monopoly,  and  here  is  what  they  say: 

In  view  of  these  great  and  powerful  combinations  of  dye-making  concerns  in 
Germany,  America,  and  to  a  lesser  degree  Switzerland  and  France,  it  is  a  warrant- 
able assumption  that  the  British  dyes  industry  could  only  be  put  into  a  position 
to  compete  effectively  with  its  foreign  rivals,  whether  in  the  home  or  in  neutral 
markets,  by  some  financial  unification  of  its  principal  component  firms  such  as 
that  represented  by  the  British  Dyestuffs  Corporation. 

Holding  as  we  do  the  view  that  the  giant  concern  is  not  necessarily  either  more 
efficient,  enterprising  or  economical  in  its  operations  than  the  congeries  of  smaller 
concerns  competing  one  with  the  other,  we  are,  at  the  same  time  impressed,  as  a 
result  of  the  evidence  we  have  heard,  with  the  degree  to  which  international 
competition  in  dyes  (as  also  to  some  extent  competition  within  the  national 
frontiers)  is  a  conflict  of  commercial  "Great  Powers"  exhibiting  all  the  character- 
istics of  militant  diplomacy  carried  on  with  financial  and  commercial  brute  force 
in  the  background,  rather  than  a  simple  economic  matter  of  striving  to  ofi'er,  in 
competition  with  others,  the  most  acceptable  article  at  the  most  favourable  price. 

In  this  "haute  politique"  of  large-scale  industry  the  unassociated  group  of 
small  concerns,  though  severally  and  jointly  more  efficient  as  regards  mere 
production,  may  be  at  the  mercy  of  the  aggressive  and  predatory  policy  of  the 
less  efficient  but  financially  more  powerful  rival. 

In  other  words,  national  cartels  almost  are  compelled  by  interna- 
tional cartels. 

The  Chairman.  I  didn't  get  that. 

Dr.  Kreps.  They  are  almost  compelled  by  the  tactics  of  interna- 
tional cartels.  In  self-defense  industry  within  certain  European 
countries  has  to  get  together  in  order  to  be  able  to  present  a  united 
front  against  international  competition. 

Dr.  LuBiN.  Weren't  these  very  large  companies  members  of  the 
international   cartel   them^selves? 

Dr.  Kreps.  Yes;  but  the  British  Dyestuffs  Corporation  was  not 
for  sometirce — it  wasn't  really  until  the  merger  between  the  British 
dyestuffs  and  the  Imperial  Chemical  Industries,  Ltd.,  became  effective, 
that  they  became  members  of  the  cartel  and  able  to  hold  their  own. 

Dr.  LuBiN.  I  don't  get  the  logic  of  it.  Being  a  member  of  the 
cartel,  why  do  they  have 'to  be  able  to  hold  their  own?  They  were 
given  the  privileges  that  go  with  membership.  Is  it  that  they  could 
bargain  better  and  get  better  terms  from  the  cartel? 

Dr.  Kreps.  If  they  can  speak  with  authoritative  voice  concerning 
their  own   country;  yes. 

Dr.  LuBiN.  But  the  fact  still  remains  that  they  were  members  of 
the  cartel  before  and  having  been  members  they  decided  to  get  more 
powerful  so  as  to  get  a  better  bargain,  so  they  themselves  were  partly 
responsible  for  finding  them.selves  in  a  situation  that  wasn't  very 
comfortable. 

Dr.  Kreps.  Yes;  there  is  an  element  of  truth  in  that. 

Now  what  are  the  benefits  of  cartels? 

The  Chairman.  Just  a  moment,  let's  pursue  this  matter  a  little  bit 
further.  The  concluding  sentence  which  you  quoted  from  that  report 
on  dyes  and  dyestuffs,  as  I  read  it,  was: 

In  this  "haute  politique"  of  large-scale  industry  the  unassociated  group  of  small 
concerns,  though  severally  and  jointly  more  efficient  as  regards  mere  production, 
may  be  at  the  msrcy  of  the  aggressive  and  predatory  policy  of  the  less  efficient  but 
financially  more  powerful  rival. 
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Now  that  doesn't  seem  to  say  that  these  smaller  and  more  efficient 
concerns  were  forced  to  join  the  cartel. 

Dr.  Kreps.  No. 

The  Chairman.  I  understood  that  to  be  yeur  conclusion. 

Dr.  Kreps.  No;  my  conclusion  was  they  were  forced  to  unite,  or 
rather  that  the  Committee  of  Parliament  condoned  their  uniting  into 
a  nationally  organized  concern,  so  that  they  could  hold  their  own. 

Dr.  LuBiN.  Their  own  against  whom? 

Dr.  Kreps.  Against  the  Interessengemeinschaft;  that  is,  against 
the  international  cartel. 

Dr.  LuBiN.  But  they  were  members  of  the  cartel. 

Dr.  Kreps.  No,  no;  not  before  they  formed  themselves  into  a 
national  organization. 

Dr.  LuBiN.  In  other  words,  they  were  forced  by  cartels  to  amal- 
gamate, as  it  were,  in  Great  Britain,  and  having  amalgamated  they 
joined  the  cartel. 

Dr.  Kreps.  They  could  get  a  place  in  the  cartel. 

The  Chairman.  Of  course,  side  by  side  with  this  development  of 
the  cartels,  this  highly  complex  organization  of  large  business  enter- 
prise, the  condition  of  the  inhabitants  of  these  countries  from  the 
point  of  view  of  employment  and  social  security  was  not  particularly 
improved,  was  it? 

Dr.  Kreps.  Well,  the  post-war  period  showed  improvement  pretty 
generally  in  Europe.  I  think  it  is  difficult  to  see  a  direct  connection, 
at  any  rate  a  simple  one,  between  the  formation  of  these  national 
monopolies 

The  Chairman  (interposing).  I  don't  know  that  I  wanted  to  imply 
there  was  any  connection.  My  feeling  has  been,  and  I  may  be  wrong 
about  it,  that  economic  conditions  in  Europe  have  not  been  altogether 
satisfactory  any  more  than  they  have  been  here. 

Dr.  Kreps.  That  is  correct.  In  other  words,  the  cartelization  of 
Europe  has  not  solved  European  problems. 

The  Chairman.  Side  by  side  with  the  growth  of  this  structure  and 
the  development  of  this  structure,  has  been  this  other  condition  which 
is  part  of  the  economic  problem  of  the  whole  world. 

Dr.  Kreps.  That  is  correct. 

benefits  and  weaknesses  of  cartels 

Dr.  Kreps.  The  benefits  which  are  sought  by  producers  and  govern- 
ments fro.m  the  formation  of  cartels  have  been  summarized  as  follows: 

1.  Lower  costs  of  production  because —  -^ 
(a)  Methods    of    production    are    standardized    through    mutual 

agreement. 

(6)  Rate  of  production  is  kept  at  a  more  uniform  level. 

(c)  Competitive  overexpansion  is  reduced. 

(d)  Risk  premium  is  less.  Less  stock  necessary  to  meet  unexpected 
demands. 

(e)  Cartel  research  institutes  are  established,  patents  and  processes 
pooled. 

(/)  Problems  of  management  are  solved  in  mutual  conference. 

2.  Lower  marketing  costs  because — 

(a)  Advertising  is  done  by  cartel  (syndicate)  rather  than  individual 
enterprise. 
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.(b)  Terms  of  trade  are  made  uniform,  preventing  unfair  competition. 

(c)  Transportation  expenses  to  uneconomical  markets  are  elimi- 
nated through  allocation  of  markets. 

(d)  Exploitation  of  seller  or  purchaser  of  cartel  products  is  avoided 
through  conclusion  of  intercartel  agreements. 

•  3.  Smoothing  out  of  cyclical  ups  and  downs — 

(a)  Greater  equilibrium  betweeen  productive  capacity,  production 
and  consumption  is  obtained. 

(b)  Rate  of  employment  is  less  subject  to  severe  fluctuations. 

(c)  Prices  are  kept  at  a  more  stable  level. 

While  the  desire  and  attempt  to  realize  the  benefits  enumerated 
above  undoubtedly  strongly  impel  toward  the  formation  of  cartels, 
certain  other  conditions  are  necessary.  It  helps  greatly  if  products  are 
standard  articles  of  mass  consumption,  if  productive  processes  are 
highly  mechanized,  if  the  sources  of  supply  whether  of  raw  materials, 
labor,  or  patents  are  few,  and  if  the  minimum  and  optimum  size  of 
plants  is  large. 

Moreover,  a  tariff  is  often  of  material  assistance.  In  the  words  of 
the  organizer  of  Imperial  Chemical  Industries,  Ltd.,  who  called  the 
international  cartel  "one  of  the  greatest  factors  toward  international 
peace  which  I  have  been  able  to  conceive  *  *  *  Anyone  who  has 
had  practical  experience  of  bargaining  with  continental  producers 
knows  that  the  first  tiling  they  say  is  'you  cannot  export  to  our  country 
because  we  have  a  tariff.  How  much  of  your  market  are  you  going  to 
give  us?'  "  This  is  Baron  Melchett  in  his  book  Industry  and  PoHtics. 
In  this  he  is  backed  by  the  overwhelming  weight  of  authoritative 
opinion.  Dr.  von  Beckerath  states,  in  the  book  I  have  quoted  many 
ti.mep,  "By  setting  stricter  limitations  on  market  areas  and  thus 
promoting  national  cartels,  protective  tariffs  often  created  the  condi- 
tions for  international  cartelization.  They  provided  an  even  greater 
inducement  to  establish  international  combines."  Dr.  Pribram 
similarly  states  "free  trade  is  a  sufficient  explanation  of  the  non- 
existence of  cartels  and  trusts  in  a  large  section  of  English  industries." 
That,  of  course,  is  prior  to  1932.  Liefmann  in  his  article  on  cartels  in 
the  Encyclopedia  of  the  Social  Sciences  makes  a  similar  point: 

The  state  is  also  in  a  position  to  exert  pressure  upon  the  cartels  through  the 
application  of  various  measures  of  economic  policy,  one  of  the  most  effective  of 
which  is  the  power  to  reduce  the  import  duties  on  raw  materials  when  a  caitel 
raises  prices  excessively.  Another  practical  measure  that  would  have  a  similar 
effect  is  the  reduction  of  railway  rates  to  encourage  the  importation  of  goods 
competing  with  the  products  of  the  cartel.  Reducing  the  tariff  in  order  to  control 
domestic  monopolies  is  a  policy  that  has  been  applied  chiefly  by  Canada  and 
New  Zealand. 

In  Canada,  by  virtue  of  the  Combines  Investigation  Act,  1923,  the  Governor 
in  Council  is  empowered  to  direct  either  that  an  article  be  admitted  free  of  duty 
or  that  the  duty  thereon  be  feduced,  if,  upon  due  investigation,  it  appears  that 
"there  exists  any  combine  to  promote  unduly  the  advantage  of  manufacturers  or 
dealers  at  the  expense  of  the  public,  and  that  such  disadvantage  to  the  public 
is  facilitated  by  custom  duties  imposed  on  the  article." 

"Judicious  use  of  customs  tariffs"  is  likewise  recommended  by  the 
League  of  Nations  experts  as  the  most  adequate  means  of  state  policy 
in  exercising  its ,  functions  of  guardian  of  the  public  interest,  in  the 
book  on  International  Industrial  Agreements. 

From  all  these  statements  the  connection  between  tariffs  and 
cartel  arrangements  would  seem  to  be  reasonably  clear.  Cooperation, 
revulsion  against  risk,  fear  of  loss  pn  heavy  investment  in  plant, 
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desire  to  eliminate  the  wastes  of  competition — all  of  those  impel 
producers  in  all  countries,  especially  during  periods  of  stress,  to 
perfect  voluntary  cooperative  arrangements  whereby  production  and 
prices  can  be  stabilized,  sales  raids  prevented  and  regularity  of  opera- 
tion promoted. 

.  But  these  arrangements  frequently  are  not  strong  enough  in  good 
times  with  the  result  that  combinations  and  mergers  concentrate 
economic  power  over  production,  prices,  employment,  and  investment 
in  fewer  hands.  The  growth  of  big  business  frequently  surpasses 
national  boundaries  with  the  result  that  governments  are  urged  to 
use  their  power  to  police  those  who  will  not  behave,  either  by  levying 
tariffs  if  the  recalcitrants  happen  to  be  foreign  producers  or  by  com- 
pelling minority  domestic  factions  to  fall  into  line  with  the  cartel 
efforts  of  majority  groups. 

Cartels,  in  short,  may  lead  to  concentration  both  of  economic 
power  and  of  political  power. 

Under  certain  conditions  they  may  become  the  scaffolding  for 
monopolistic  structures  and  gigantic  business  combines  which  begin 
by  dictating  trade  practices,  prices,  production,  and  sales  and  culminate 
if  unchecked  in  dictatorial  corporate  statism. 

Mr.  ScoLL.  Does  that  conclude  your  statement? 

Dr.  Kreps.  That  concludes  my  statement. 

Mr.  Pike.  One  small  correction,  doctor.  When  you  were  speaking 
of  the  tanker  pool  you  said  that  the  price  of  fuel,  oil  had  trebled  since 
the  war.  I  think  you  meant  possibly  the  tanker  rates  from  the 
Gulf  instead  of  the  price  of  the  oil;  the  oil  had  gone  up  from  about 
a  dollar  to  a  dollar  and  a  half,  while  tanker  rates,  if  I  remember 
correctly,  had  run  up  about  20  cents  to  60  cents.  You  had  that  in 
reverse? 

Dr.  Kreps.  That  is  correct. 

Mr.  O'CoNNELL.  I  would  like  to  ask  a  question  doctor.  You 
deferred  to  the  power  vested  in  the  Governor  in  Council  in  Canada 
to  lower  tariffs  under  certain  circumstances.  Do  you  happen  to 
have  any  information  as  to  the  extent  to  which  that  power  has  ever 
been  used? 

Dr.  Kreps.  I  do  not  have  that  information.  I  know  where  it  can 
be  obtained,  in  a  book  by  Dr.  Lloyd  Reynolds  just  issued  by  the 
Harvard  University  Press  on  the  control  of  competition  in  Canada. 

Mr.  O'Connell.  I  had  been  under  the  impression  it  had  been 
used  sparingly,  if  at  al|l. 

Dr.  Kreps.  That  is  my  impression,  but  in  precisely  what  industries 
or  upon  what  occasions  it  has  been  used  I  don't  know. 

Mr.  O'Connell.  The  value  of  such  a  sanction  cannot  be  very  well 
determined  in  the  abstract.     It  might  look  good  in  the  law? 

Dr.  Kreps.  I  agree. 

Dr.  LuBiN.  Dr.  Kreps,  would  it  be  fair  to  conclude  from  the  history 
of  cartels  that  cartels  can  operate  effectively  only  in  those  industries 
where  there  is  already  an  inherent  monopolistic  tendency,  at  least  to 
the  extent  that  through  patents  or  limited  sources  of  raw  materials  it 
would  have  in  a  sense  a  natural  monopoly  significance  which  is  built 
upon — in  other  words,  would  you  find  these  cartels  operating  effec- 
tively in  industries  where  you  didn't  have  these  other  factors  like 
raw  materials,  patents,  or  something  of  that  sort? 
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Dr.  Kreps.  I  wouldn't  use  the  word  "monopolistic."  I  would 
merely  use  the  word  "concentration."  Cartels  really  don't  operate 
effectively  until,  due  to  various  technical  situations,  control  has  been 
concentrated  in  a  few  hands,  where  decisions  need  to  be  made  by 
relatively  few  people  to  have  an  important  influence  on  the  market. 

Dr.  LuBiN.  Well,  now  those  instances  that  you 'mention  in  your 
testimony  are  instances  of  concentrated  control,  but  that  control 
itself  arises  out  of  a  limitation  of  sources  of  raw  materials,  or  limitation 
of  finished  products  due  to  patents  for  example.  I  mean  the  rubber 
monopoly  couldn't  be  very  effective,  that  is  the  rubber  cartel,  if  every 
country  in  the  world  raised  rubber? 

Dr.  Kreps.  No;  and  that  is  the  difficulty  with  efforts  to  control 
wheat  production,  for  example,  contrasted  with  the  relative  success 
of  efforts  to  control  tin  or  rubber  production. 

Dr.  LuBiN.  In  other  words,  most  of  the  success  of  cartels  is  built  orT 
concentration  of  control,  but  that  concentration  of  control  itself  is 
the  outgrowth  of  limitation  of  supply  or  artificial  factors  which  make 
it  feasible? 

Dr.  Kreps.  That  is  why  in  my  first  sentence  I  said  cartels  are  really 
a  product  or  a  phase  of  modern  industrialism. 

The  Chairman.  Well,  that  is  broader  than  Dr.  Lubin  indicated,  is 
it  not? 

Dr.  Kreps.  Yes. 

The  Chairman.  Now  I  find  tliis  sentence  in  your  printed  testimony, 
"We  find  international  combines  and  communities  of  interest  in  the 
coal  and  iron  industries."  Are  either  of  those  industries  dependent 
upon  patents,  or  on  actually  limited  supplies? 

Dr.  Kreps.  In  Europe  deposits  of  coal  are  concentrated  in  rela- 
tively few  areas,  added  to  which  is  the  circumstance  that  France  or 
rather  the  Lorraine  area  and  the  Ruhr  coal  area  should  never  be 
separated.  They  are  really  economic  counterparts.  Therefore  the 
producers  in  those  two  areas  have  to  get  together ;  there  has  to  be  some 
working  arrangement  so  that  the  minette  ores  can  be  combined  with 
the  good  coking  ore  in  the  Ruhr.  It  is  that  sort  of  concentration  of 
mineral  supplies  which  is  most  conducive  to 

The  Chairman  (interposing).  But  in  that  instance  you  do  have  a 
natural  limitation  of  supply? 

Dr.  Kreps.  Yes. 

Dr.  Lubin.  But  on  the  other  hand,  if  the  steel  industry  of  the 
Ruhr  hadn't  been  controlled  and  concentrated  in  a  few  hands  you 
might  have  had  a  relatively  competitive  situation  which  would  make 
it  just  as  easy  for  that  coal  to  flow  back  and  forth  on  a  competitive 
basis  as  it  [is  today? 

Dr.  Kreps.  You  might  have  had  competition  at  least  between 
Great  Britain  and  the  Ruhr  and  Silesia  mines. 

Dr.  Lubin.  You  might  have  had  competition  within  the  Ruhr 
itself? 

Dr.  Kreps.  Quite,  and  competition  between  (jhe  producers  there  in 
the  Ruhr  and  Lorraine. 

The  Chairman.  Now  then,  the  next  industry  mentioned  was  the 
chemical  industry,  particularly  the  nitrogen  and  rayon  industries. 
WeU,  patents  have  their  application  there,  of  course.  In  the  electro- 
technical  industry  the  same  is  true.  The  European  cellulose,  paper, 
and  tobacco  industries,  what  are  the  characteristics  of  those  industries? 
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Dr.  Kreps.  There  you  have  standardized  products,  mass  pro- 
duction, and  a  tendency  toward  concentration  in  a  few  large  plants. 

The  Chairman.  To  what  is  that  concentration  attributable,  to 
patents? 

Dr.  Kreps.  No;  not  fundamentally. 

The  Chairman.  Limitation  of  source  of  supply? 

Dr.  Kreps.  No.  Fundamentally,  to  machine  technology.  It  is 
just  a  fact  that  in  producing  cigarettes,  for  example,  machinery  has 
been  so  developed  that  the  unit  of  minimum  or  optimum  size  is  a 
large  unit  and  that  only  a  few  such  units  are  required  to  supply  a  large 
market. 

The  Chairman.  And  we  come  to  the  linoleum  and  cork  industries, 
and  to  copper,  nickel,  zinc,  quicksilver,  lead  and  other  metal  industries. 

Dr.  Kreps.  Of  course,  in  the  latter  industries  the  dominating 
influence  is  the  fact  that  supplies  are  found  in  relatively  few  areas. 

The  Chairman.  Well,  now,  covering  the  whole  field,  what,  in  your 
opinion,  is  the  most  important  overall  force  bringing  about  carteliza- 
tion? 

Dr.  Kreps.  .  Historically,  I  would  say  it  was  necessity.  Here  you 
have  these  large  concerns  with  heavy  capital  investment.  If  they 
try  to  reduce  price  down  to  the  level  of  direct  costs,  the  price  would 
go  down  to  almost  nothing.  They  see  this  risk  to  their  investment. 
There  are  a  few  firms,  seven  or  eight  or  so,  and  after  they  have  accepted 
a  beating  from  the  market  for  a  certain  period  of  time,  they  say, 
"Well,  why  don't  we  sort  of  live  and  let  live?  Why  don't  we  reason 
together?" 

The  Chairman.  So  the  larger  the  concern  gets,  the  more  likely  it  is 
to  avoid  the  effects  of  competition,  is  that  the  conclusion? 

Dr.  Kreps.  The  more  powerful  it  is  to  do  what  Walter  Lippmann 
says  all  businessmen  do,  have  as  little  competition  as  they  can,  or, 
what  is  that  quotation.  Dr.  Lubin? 

The  Chairman.  I  thought  you  would  be  able  to  quote  Walter 
Lippmann  without  prompting. 

Dr.  Kreps.  Competition  is  something  of  which  producers  have 
only  as  much  as  they  cannot  eliminate.  That  is  true  all  the  way 
around  the  circle.  We  all  try  to  establish  some  little  niche  for  our- 
selves and  hope  that  nobody  else  can  merchandise  the  same  product. 

Mr.  O'CoNNELL.  Well,  the  fact  is  that  the  forces  which  you  indicated 
as  causing  or  impelling  international  cartels  are  the  same  forces  that 
bring  about  collusive  combinations  in  restraint  of  trade  in  this  coun- 
try, aren't  they'? 

Dr.  Kreps.  Yes;  I  think  so,  and  the  major  differences  I  would  say 
would  be  that  abroad  documentation  is  much  more  easily  secured 
because  these  agreements  are  enforceable,  if  not  contrary  to  the  com- 
mon law  in  Great  Britain  or  contrary  to  bonos  mores  in  Prussia  and 
Germany.  In  this  country  there  has  been  a  law  on  the  statute  books; 
while  I  am  by  no  means  an  authority  on  the  enforcement  of  that  law, 
it  is  my  impression  that  the  majority  of  competent  observers  agree 
that  the  law  has  been  honored  in  its  nonenforcement  rather  than  in 
its  complete  enforcement. 

The  Chairman.  Did  I  understand  you  to  draw  the  final  conclusion 
that  this  movement  led  in  the  last  analysis  to  the  establishment  of  the 
totalitarian  government? 

Dr.  Kreps.  It  might.  • 
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The  Chairman.  You  didn't  offer  that,  then,  as  a  conchision? 

Dr.  Keeps.  No.  The  cartel  by  its  very  nature  tends  to  break  up 
particidarly  when  a  period  of  prosperity  comes  along;  the  emergency 
is  past  and  good  old  human  nature  goes  to  M-ork,  Producers  want  to 
exceed  their  quota;  they  want  to  sell  a  little  more  for  one  reason  or 
another.  The  cartel  breaks  or  the  producers  say,  "Well,  I  will  sell 
out,"  and  you  get  combination,  increasing  combination,  in  order  to 
minimize  risks  and  stabilize  the  industry.  But  that  very  process  of 
huge  combination  usually  cannot  avoid  being  watched  by  govern- 
ments without  a  great  deal  of  care. 

The  Chairman.  Most  of  these  cartels  of  wtuch  you  have  testified 
tliis  afternoon  were  privately  organized,  as  we  use  that  phrase,  were 
they  not? 

Dr.  Kreps.  That  is  correct. 

The  Chairman.  And  the  Government  participation  was  in  only  a 
very  few? 

Dr.  Kreps.  That  is  correct. 

The  Chairman.  Now,  to  what  extent,  by  and  large,  has  government 
by  law  made  possible  the  development  of  the  cartels?  You  referred 
to  one  law  in  England,  the  Impost  Act  of  1932,  I  think,  wliich  accord- 
ing to  one  authority,  whom  you  quoted  made  possible,  the  development 
of  cartelization  in  Great  Britain,  and  then  you  referred  to  some  other 
cases  in  which  cartelization  was  compelled  by  statute? 

Dr.  Kreps.  Yes. 

The  Chairman.  Now,  by  and  large,  what  is  your  conclusion? 

Dr.  Kreps.  There  is  no  simple  answer.  I  would  say  that  govern- 
ments that  watch  out  for  the  public  interest  with  great  care  will  tend 
to  encourage  the  forces,  the  rather  natural  forces,  that  disrupt  cartel 
agreements,  and  would  tend  to  stay  somewhat  the  process  particularly 
of  financial  combination. 

In  other  words,  then  we  might  get  only  that  size  of  unit  which 
productive  efficiency  might  demand,  which  is  a  size  somewhat  different 
from  that  which  is  sometimes  financially  welded  together. 

Governments  that  are  not  so  alert  and  particularly  governments 
that  might  be  inspired  by  somewhat  different  pliilosophy,  say  oiie  hi 
which  the  leaders  believe  in  economic  planning,  will  welcome  this 
type  of  voluntary  economic  plannmg,  which  of  course  is  what  a  cartel 
is,  economic  planning  by  businessmen  on  a  national  and  international 
scale,  and  will  see  in  it  a  device  which  tliey  can  utilize  effectively  to 
increase  planning  in  that  society. 

The  Chairman.  So  that  actually,  so  far  as  scientific  fact  is  concerned 
there  is  no  difference  in  principle  between  the  economic  planning  of  a 
privately  organized  cartel  and  the  economic  planning  under  N.  R.  A., 
for  example? 

Dr.  Kreps.  None. 

Dr.  LuBiN.  I  want  to  disagree,  Mr.  Chairman. 

The  Chairman.  With  whom? 

Dr.  LuBiN.  The  v/itness.  I  tliink  the  fundamental  difference  lies 
in  the  aims  you  are  trying  to  serve.  I  tliink  your  national  and  your 
international  cartel  is  economic  planning  for  a  particular  purpose, 
namely,  the  welfare  of  the  people  who  control  the  cartel,  as  opposed  to 
a  type  of  plannmg  which  may  have  as  its  end,  lower  prices,  greater 
distribution  of  goods,  the  liigher  standard  of  living  for  the  nation  as  a 
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whole,  and  I  can  see  where  that  type  of  planning  would  conflict 
definitely  with  the  type  of  planning  that  goes  with  a  national  or  inter- 
national cartel  where  you  arc  not  concerned  with  your  consumer  at 
all,  your  consumer  of  the  maximum  possible  under  the  conditions 
under  which  you  operate. 

Dr.  Kreps.  I  was  assuming  the  Chairman  was  asking  not  the  motive 
but  mechanism  wliich  is  essentially  the  same. 

The  Chairman.  You  un^^erstood  me  correctly.  Now  let's  get  back 
to  the  economic  planning  which  is  involved  in  an  organization  of 
private  cartels.  It  is  scientifically  the  same  as  economic  planning 
wliich  is  involved  in  an  international  agreement  like  that  wliich  con- 
trols rubber? 

Dr.  Kreps.  Yes.  As  you  note  the  provisions,  the  penalties, 
methods  of  enforcement,  were  in  essence  the  same  for  the  international 
rubber  agreement  and  the  tanker  pool. 

The  Chairman.  But  the  distinction  between  a  cartel  or  an  economic 
plan  entered  into  by  private  interests  in  a  private  cartel,  and  the 
economic  planning  of  a  combination  like  the  rubber  agreement,  or 
the  sugar  agreement,  or  even  the  N.  R.  A.,  is  that  some  spokesman 
for  the  general  public  participated  in  the  second,  but  not  in  the  first,  is, 
that  correct? 

Dr.  Kreps.  Sometimes.  There  have  been  instances  in  which  there 
was  governmental  participation  and  nonetheless  no  consumer  repre- 
sentation. The  potash  agreement,  which  I  placed  in  the  record,  has 
no  provision  for  consumers  in  the  agreement  as  such,  although  it  does 
in  the  cartel  in  Germany. 

The  Chairman.  But  nevertheless  the  Government  spoke  for  the 
people  at  large ;  whether  it  actually  gave  consideration  to  the  interests 
of  all  groups  of  people  may  be  another  question. 

Dr.  Kreps.  That  is  what  I  wanted  to  point  out. 

The  Chairman.  Are  there  any  other  questions  to  be  asked  of  the 
witness?  It  is  now  4:30.  I  think  Senator  King  asked  me  before  he 
went  if  we  would  conclude  this  afternoon  with  your  testimony.  Who 
are  your  witnesses  tomorrow? 

Mr.  ScoLL.  Mr.  Kelley  of  the  Anaconda  Co. 

The  Chairman.  Is  Mr.  Kelley  here  now? 

Mr.  Kelley.  Yes. 

The  Chairman.  If  there  is  no  objection  the  committee  will  stand 
at  recess  until  10:30  tomorrow  morning. 

(Whereupon,  at  4:30  p.  m.,  a  recess  was  taken  until  Tuesday, 
January  16;  1940,  at  10:30  a.  m.)^ 


INVESTIGATION  OF  CONCENTRATION  OF  ECONOMIC  POWER 


TUESDAY,  JANUARY    16,    1940 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C 

The  committee  met  at  10:40  a.  m.,  pursuant  to  adjournment  on 
Monday,  January  15,  1940,  in  the  Caucus  Room,  Senate  Office  Build- 
ing, Senator  William  H.  King  presiding. 

Present:  Senators  King,  acting  chairman,  and  O'Mahoney;  Repre- 
sentative WilHams;  Messrs.  O'Connell,  Pike,  and  Brackett. 

Present  also:  Joseph  E.  Sheehy,  Federal  Trade  Commission;  Hugh 
B.  Cox,  Department  of  Justice;  M.  Quinn  Shaughnessy,  Securities  and 
Exchange  Commission;  Theodore  J.  Kreps,  economic  adviser;  Samuel 
Moment,  economic  analyst;  and  David  E.  Scoll,  counsel  to  the  com- 
mittee. 

Acting  Chairman  King.  The  committee  will  please  come  to  order. 

Who  is  your  first  witness? 

Mr.  Scoll.  Senator,  before  I  introduce  the  first  witness  I  would  like 
10  make  a  brief  statement  for  the  record.  To  illustrate  the  coopera- 
tion in  industry  which  Dr.  Kreps  discussed  yesterday  the  staff  of  the 
committee  will  now  present  a  general  picture  of  the  copper  industry. 
The  evidence,  which  will  be  introduced  through  representatives  of  the 
industry,  will  review  in  a  general  way  the  various  cooperative  pro- 
grams by  which  the  industry  has  endeavored  to  meet  its  major  prob- 
lems from  1918  until  the  present.  These  problems  relate  to  produc- 
tion, prices,  and  methods  of  marketing.  The  programs  which  will  be 
reviewed  cover  the  Copper  Export  Association,  Inc.,  and  Copper 
Exporters,  Inc.,  which  were  organized  under  the  Webb-Pomerene  Act 
of  1918,  an  act  which  permits  combination  in  export  trade;  the  curtail- 
ment agreements  of  1930  and  1931 ;  and  the  international  production- 
control  agreement  of  1935  to  1939.  These  programs  are  interesting 
and  important  not  only  because  of  their  effects  in  the  export  trade, 
but  also  because  of  their  indirect  effects  within  the  United  States  on 
prices  and  production. 

The  staff  of  the  committee  which  has  prepared  the  material  for  this 
hearing  has  been  fortunate  in  securing  wholehearted  cooperation  from 
the  copper  industry.  No  file  searches  were  made.  The  material  to  be 
offered  has  been  assembled  from  records  already  in  the  possession  of 
Government  agencies  and  from  data  which  have  been  voluntarily 
furnished  the  staff  by  the  copper  companies  acting  through  the 
Copper  Institute. 

I  would  like  to  call  Mr.  Kelley. 

Acting  Chairman  King.  Do  you  solemnly  swear  the  testimony  you 
shall  give  in  this  hearing  shall  be  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  so  help  you  God? 

Mr.  Kelley.  I  do. 
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TESTIMONY  OF  CORNELIUS  F.  KELIEY,  PRESIDENT,  ANACONDA 
COPPER  MINING  CO.,  NEW  YORK,  N.  Y. 

Mr.  ScoLL.  Will  you  tell  the  reporter  your  name? 

Mr.  Kelley.  My  name  is  Cornelius  F.  Kelley. 

Mr.  ScoLL.  And  you  are  president  of  the  Anaconda  Copper  Mining 
Co.? 

Mr.  Kelley.  I  am. 

Mr.  ScoLL.  To  give  a  little  background  for  this  discussion,  Mr. 
Kelley,  will  you  describe  in  a  general  way  what  the  Anaconda  Copper 
Mining  Co.  is? 

Mr.  Kelley.  The  Anaconda  Copper  Mining  Co.  is  a  corporation 
organized  under  the  laws  of  the  State  of  Montana.  Originally  its 
operations  were  confined  to  mining,  smelting,  and  incidental  activities 
in  that  State.  A  good  many  years  ago  it  started  out  on  a  policy  of 
expansion,  and  finally  it  became  interested  in  mining  properties  in 
various  parts  of  the  United  States.  Realizing  the  necessity  for  pro- 
viding an  adequate  supply  of  raw  material,  it  also  acquir^ed  properties 
outside  the  United  States,  principally  in  Mexico  and  the  Republic  of 
Chile. 

It  likewise  pursued  a  policy  of  integration  and  acquired  fabricating 
facihties  in  order  to  secure  an  outlet  for  its  metal  products — fabricat- 
ing facihties  in  various  parts  of  the  United  States  and  in  Canada.  It 
likewise  engaged  in  export  trade.  So  it  is,  in  fact,  an  operating  com- 
pany and  a  holding  company  to  the  extent  that  it  owns  stocks  in 
various  subsidiaries,  probably  more  than  20  companies  that  are 
subsidiaries. 

Mr.  ScoLL.  Your  mines,  I  beheve,  are  located  in  Montana  and  in 
South  America? 

Mr.  Kelley.  The  minea  of  the  company  are  located  in  this  country, 
principally  in  the  State  of  Montana. 

Mr.  ScoLL.  And  in  South  America? 

Mr.  Kelley.  In  South  America  they  are  located  in  the  Republic 
of  Chile. 

Mr.  ScoLL.  I  beheve  you  mentioned  that  you  also  smelt  the  ore. 
Where  are  your  smelters  located? 

Mr.  Kelley.  We  are  engaged  not  only  in  smelting  our  own  ores, 
but  also  to  a  certain  extent  in  the  custom  smelting  business.  Our 
smelters  are  located,  the  largest  in  Anaconda,  Mont.  Through  a 
subsidiary,  the  International  Smelting  &  Refining  Co.,  we  operate  a 
smelter  at  Tooele,  Utah.  We  also  operate  a  smelter  in  Arizona. 
■  Mr.  ScoLL.  Where  do  you  refine  the  copper? 

Mr.  Kelley.  The  domestic  copper  is  refined  at  Great  Falls,  Mont., 
and  at  Raritan,  N.  J.  The  product  of  South  America,  the  product  of 
the  Chile  Exploration  Co.,  the  Chuquicamata  mine,  is  in  a  refined 
state  when  it  comes  through  the  primary  processes,  as  that  is  an 
oxidized  ore  body  and  does  not  need  to  be  smelted.  The  Andes 
Copper  Mining  Co.  also  produces  part  of  its  product  as  electro- 
lytically  refined  copper. 

Mr.  ScoLL-  And  you  mentioned  that  you  also  fabricate  copper. 
.  Mr.  Kelley.  We  do. 

Mr.  ScoLL.  What  products  do  you  manufacture,  and  where? 

Mr.  Kelley.  We  manufacture,  I  think,  a  complete  Une  of  copper 
and  brass  products  through  a  whoUy  owned  subsidiary,  The  American 
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Brass  Co.,  and  an  almost  complete  line  of  wire  and  cable  products 
through  a  not  wholly  owned  subsidiary  but  an  affiliated  company, 
the  Anaconda  Wire  &  Cable  Co. 

PRINCIPAL  COPPER  PRODUCERS:  THEIR  INTEGRATION  AND  ORGANIZATION 

Mr.  ScoLL.  At  this  time,  Senator,  I  would  like  to  read  to  the  com- 
mittee a  list  of  the  principal  copper  producers  of  the  United  States, 
which  list  appears  in  the  Year  Book  of  the  American  Bureau  of  Metal 
Statistics  of  1938,  and  as  I  read  through  the  list  of  producers,  Mr. 
Kelley,  would  you  be  kind  enough  to  tell  the  committee,  from  your 
knowledge,  which  of  them  are  subsidiaries  of  other  companies,  as 
far  as  you  know? 

First  of  all,  we  have  the  American  Smelting  &  Refining  Co.;  Ana- 
conda Copper  Mining  Co.;  Calumet  &  Hecla  Consohdated  Co'pper 
Co.;  Champion  Copper  Co.  I  beheve  the  last  is  a  subsidiary  of  one 
of  the  others,  isn't  it? 

Mr.  Kelley.  Not  to  my  knowledge.  I  think  it  is  a  very  small 
and  comparatively  unimportant  company. 

Mr.  ScoLL.  Consolidated  Coppermines  Corporation ;  Copper  Range 
Co.;  Howe  Sound;  Inspiration  Consolidated  Copper  Co. 

Mr.  Kelley.  All  of  the  companies  that  you  have  indicated  down 
to  this  I  think  are  wholly  independent  companies.  The  Inspiration 
Co.  is  not  a  subsidiary  of  Anaconda,  but  Anaconda  has  a  stock  in- 
terest in  the  company  amounting  to  about  28  percent  of  the  shares. 

Acting  Chairman  King.  That  company  operates  in  Arizona? 

Mr.  Kelley.  In  Arizona,  Senator. 

Mr.  Scoll.  The  Keimecott  Copper  Corporation;  Magma  Copper 
Co.;  Miami  Copper  Co.;  Mountain  City  Copper  Co. 

Mr.  Kelley.  The  Mountain  City  Copper  Co.  is  a  subsidiary,  al- 
though not  wholly  owned,  of  the  International  Smelting  Co.,  which 
in  turn  is  a  wholly  owned  subsidiaiy  of  Anaconda. 

Mr.  Scoll.  The  National  Tunnel  &  Mines  Co. 

Mr.  Kelley.  That  likewise  is  an  affiliated  company. 

Mr.  Scoll.  North  Butte  Mining  Co.  That  is  a  small  mining 
company? 

Mr.  Kelley.  That  mining  company  I  think  is  no  longer  in  active 
operation. 

Mr.  Scoll.  Ohio  Copper  Co.  Is  that  in  active  operation,  do  you 
know? 

Mr.  Kelley.  No;  that  is  out. 

Acting  Chairman  King.  That  failed  a  couple  of  years  ago,  didn't 
it? 

Mr.  Kelley.  Yes. 

Acting  Chairman  King.  With  other  mining  companies? 

Mr.  Kelley.  Yes. 

Mr.  Scoll.  Phelps  Dodge  Corporation;  Quincy  Mining  Co.;  Shat- 
tuck  Denn  Mining  Corporation;  Tennessee  Copper  Co.  I  believe 
Tennessee  and  Miami  are  sometimes  referred  to  as  the  Lewisohn 
group  of  mines,  are  they  not? 

Mr.  Kelley.  That  is  right. 

Mr.  Scoll.  And  the  Walker  Mining  Co. 

Mr.  Kelley.  The  Walker  Mining  Co.  is  an  affihated  company  of 
Anaconda  through  its  stock  ownership  by  the  International. 
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Mr.  ScoLL.  So  that  leaves,  roughly,  between  12  and  13  active 
operating  companies  today  in  the  United  States. 

Mr.  Kelley.  I  haven't  counted  them,  but  whatever  the  list  indi- 
cates.    Some  of  these  companies  have  ceased  to  operate. 

Mr.  ScoLL.  Now  turning  to  the  foreign  producers,  that  is  the  min- 
ing companies,  this  list  of  the  American  Bureau  of  Metal  Statistics 
of  1938  shows  the  Andes  Copper  Mining  Co. 

Mr.  Kelley.  That  is  a  subsidiary  of  Anaconda.  Anaconda  owns 
about  QSYi  percent  of  the  shares  of  that  company. 

Acting  Chairman  King.  Operating  in  Chile? 

Mr.  Kelley.  Operating  in  Chile. 

Mr.  ScoLL.  The  Braden  Copper  Co. 

Mr.  Kelley.  The  Braden  Copper  Co.  is  a  subsidiary,  I  believe,  of 
the  Kennecott  Copper  Corporation. 

Mr.  Scoll.  Cerro  de  Pasco  Copper  Corporation. 

Mr.  Kelley.  It  is  an  independent. 

Mr.  Scoll.  That  is  an  independent  also  in  Chile? 

Mr.  Kelley.  Operating  in  Peru. 

Mr.  Scoll.  The  Chile  Exploration  Co. 

Mr.  Kelley.  The  Chile  Exploration  Co.  is  a  subsidiary  company 
of  the  Anaconda.  The  Chile  Exploration  Co.  is  wholly  owned  by 
the  Chile  Copper  Co.,  and  the  Chile  Copper  Co.  is  98K  percent 
owned  by  Anaconda.  When  I  say  98%  percent,  I  mean  approxi- 
mately. 

Mr.  Scoll.  Union  Min.  du  Haut  Katanga. 

Mr.  Kelley.  That  is  a  Belgian  company,  the  majority  of  whose 
shares  are  owned  by  the  Belgian  Government  nd  it  operates  in  the 
Belgian  Congo.     It  is  usually  referred  to  as  Katanga. 

Mr.  Scoll.  The  Matabambre  Mines. 

Mr.  Kelley.  Matabambre  Mines  operate  in  Cuba  and  the  stock 
ownership  is  held  by  the  American  Metal  Co.,  an  American  corpora- 
tion, although  not  whoUy  owned. 

Mr.  Scoll.  The  Mufulira  Copper  Mines,  Ltd. 

Mr.  Kelley.  Mufulira  is  one  of  the  Rhodesian  copper  mines  that 
operate  in  Northern  Rhodesia. 

Mr.  ScoLL.  Rhokana  Corporation. 

Mr.  Kelley.  Rhokana  is  lilcewise  a  Rhodesian  mining  company. 

Mr.  Scoll.  Roan  Antelope  Copper  Mines. 

Mr.  Kelley.  That  is  a  Rhodesian  mine. 

Acting  Chairman  King.  Are  those  English  owned? 

Mr.  Kelley  There  is  a  certain  community  of  interest  -between 
aU  these  companies  through  the  original  concessionaires,  hut  they 
are  largely  British  owned  and  British  controlled  and  British  dominated 
entirely. 

Mr.  Scoll.  The  Otavi  Mines  &  Railway  Co. 

Mr.  Kelley.  That  is  a  small  mine  in  Africa. 

Mr.  Scoll.  Are  there  any  other  foreign  producers  that  you  can 
think  of  at  the  mopient? 

Mr.  Kelley.  The  Canadian  producers  you  haven't  mentioned. 

Mr.  ScoLL.  Outside  of  Canada?     I  was  thinking  of  Bor. 

Mr.  Kelley.  Bor  is  a  copper  company  located  in  Yugoslavia, 
formerly  that  part  of  it  that  was  known  as  Serbia,  and  is  quite  an 
important  European  producer. 

Mr.  Scoll.  Aod  I  believe  there  is  also  Rio  Tin  to? 
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Mr.  Kelley.  Rio  Tinto  is  in  Spain,  an  old  company  that  operates 
on  a  rather  limited  scale.  There  is  also  the  Bolidnen  Mine  in  Sweden, 
which  is  rather  an  important  copper  and  gold  mine. 

Mr.  ScoLL.  You  were  going  to  mention  the  Canadian  producers. 

Mr.  Kelley.  Mansfield  is  the  other  European  producer  that  I, 
recall.  That  is  a  very  old  copper  producer  located  in  Germany, 
Saxony,  I  think,  and  is  largely  subsidized  by  the  German  Government, 
as  its  products  could  not  be  made  otherwise  upon  an  economic  basis. 

Mr.  ScoLL.  It  is  not  much  of  a  factor  in  the  international  situation, 
is  i^t? 

^Ir.  Kelley.  No. 

Mr.  Scoll.  Now  you  were  going  to  mention  the  Canadian  producers. 

Mr.  Kelley,  Well  you  asked  me  if  I  knew  of  any  other  foreign  ones. 
The  principal  Canadian  producers  are,  of  course,  the  International 
Nickel  Co.,  the  Noranda  Mining  Co.,  Hudson  Bay,  Sherritt  Gordon, 
and  Granby. 

Mr.  Scoll.  I  would  like  to  offer  this  list  of  the  American  Bureau  of 
Metal  Statistics  showing  principal  copper  producers  and  the  disposi- 
tion of  their  copper  for  the  United  States,  Canada,  Mexico,  and  other 
foreign  countries. 

We  omitted  Mexico. 

Mr.  Kelley.  The  principal  producer  in  Mexico,  I  think,  is  the 
Cananea  Consolidated  Copper  Co.,  which  is  a  wholly  owned  sub- 
sidiary of  the  Greene  Cananea  Copper  Co.,  which  in  turn  is  about 
98)^  percent  owned  by  Anaconda.  There  are  other  copper  producers 
in  Mexico,  but  that  is  the  most  substantial  one,  and  the  only  one 
which  I  recall  at  the  moment,  of  importance. 

Mr.  Scoll.  I  offer  the  list  in  evidence. 

Acting  Chairman  King.  It  may  be  received. 

(The  list  referred  to  was  marked  "Exliibit  No.  2088"  and  is  included 
in  the  appendix  on  p.  13383.) 

Mr.  Scoll.  Throughout  this  hearing  we  will  be  talking  about  the 
functions  of  smelters  and  refiners  and  the  importance  of  secondaiy 
copper  and  the  different  types  of  copper,  such  as  elecirolytic,  and 
standard,  so  I  wish  you  would  describe  briefly  the  process  of  con- 
verting copper  ore  into  copper  met^al- 

Mr.  Kelley.  That  cpvers  quite  a  field.  Usually  copper  ores  as 
found,  generally  speaking  throughout  the  world,  may  be  divided  as 
to  their  mineralogical  character  into  oxide  ores  and  those  that  are 
known  as  sulphide  ores.  By  far  the  greater  production  of  copper 
comes  from  the  sulphide-ore  bodies.  The  sulphide  mines  may  be 
divided  generally  iijto  what  are  known  as  porphyries,  or  mines  where 
the  copper  mineral  is  disseminated  through  the  rock  in  small  particles 
and  vein  mines  where  the  sulphide  ore  is  found  in  veins  or  ledges  that 
descend  from  somewhere  approximately  near  the  surface  of  the  ground 
down  to  remote  depths.  Another  type  of  undergroimd  mine  is 
where  the  ore,  instead  of  occurring  in  veins,  occurs  in  irregular  bodies — 
in  masses — usually  as  replacements  in  Umestone  formations. 

The  reduction  of  these  ores  to  metal  occurs  through  three  processes. 
Those  processes  are  known  as  milling  or  concentrating.  This  is  the 
first  step  in  the  recovery  of  the  metal.  The  ore  is  taken  to  concen- 
trators or  mills,  ground  into  fine  particles,  and  put  through  a  process  of 
water  recovery,  either  by  gravity  or  by  flotation.  The  product  of  the 
mill  is  usually  taken  to  the  roaster  where  the  sulphur  is  driven  off  and 
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the  product  comes  out  as  what  is  known  as  a  calcine.  The  calcine  is 
taken  to  the  furnace  where  it  is  reduced  to  a.  matte,  and  that  is  taken 
to  a  converter  where  it  is  blown  up  into  what  is  known  as  blister 
copper.  That  is  the  crude  copper  and  contains,  in  addition  to  the 
copper,  whatever  bullion  values,  such  as  gold  and  sUver,  become 
imprisoned  in  that  process.  The  bhster  copper  is  taken  to  a  refinery, 
usually  an  electrolytic  refinery,  where  through  a  process  it  is  refined 
and  comes  out  as  electrolytic  copper. 

Mr.  ScHOLL.  What  is  commonly  meant  by  the  terms  "low  cost" 
and  "high-cost"  producers? 

Mr.  Kelley.  That  I  wouldn't  know.  It  depends,  to  my  mind,  a 
good  deal  on  how  the  books  are  kept.  By  that  I  mean  we  have  in  the 
copper  business  no  standard  form  of  accounting.  There  is  no  una- 
nimity of  opinion  or  practice  among  the  larger  copper  companies  as  to 
their  methods  of  bookkeeping,  and  by  that  I  mean  their  methods  of 
charging  developments  to  capital  account,  charging  them  against 
operations,  writing  off  the  organization  cost  or  the  valued  cost  of  the 
ore  bodies,  so  that  in  order  to  anive  at  a  low  cost  or  a  high  cost  there 
are  a  great  many  factors  to  be  taken  into  consideration.  Generally 
speaking,  I  should  say  a  low-cost  property  is  one  that  can  make  copper 
at  a  cost  lower  than  a  high-cost  property. 

(Senator  O'Mahoney  assumed  the  Chair.) 

Senator  King.  There  are  very  few  mines  that  produce  exclusively 
copper,  arfe  there  not?  Utah  Copper  is  one  where  you  have  to  mine 
2,000  pounds  of  waste  in  order  to  get  just  2  or  3  pounds  of  copper. 

Mr.  Kelley.  If  I  may  revert  for  a  moment  to  this  question  of  cost, 
I  would  Uke  to  suggest  this  to  the  committee.  There  have  been  three 
official  determinations  of  the  cost  of  produciug  copper  in  the  United 
States,  to  my  knowledge.  In  those  cases  these  discrepancies  in 
bookkeeping  were  adjusted  so  that  the  governmental  agencies  which 
investigated  the  industry  endeavored  to  arrive  at  a  common  cost 
based  upon  a  common  method  of  accounting.  The  first  inquiry  was 
made  by  the  Federal  Trade  Commission  in  1918.  The  second  was 
made  by  the  Tariff  Commission  in  1928,  I  think,  and  the  third  was 
made  under  the  direction  of  N.  R.  A.  in  1933  or  1934. 

Mr.  ScoLL.  Now,  Mr.  Kelley,  doesn't  ore  and  the  manner  of  its 
occurrence  also  have  some  bearing  on  the  cost,  of  production? 

Mr.  Kelley.  Very  certainly. 

Mr.  ScoLL.  And  the  so-called  porphyry  bodies,  at  least  some  of 
them,  are  commonly  referred  to  as  low  cost  producers,  are  they  not? 

Mr.  Kelley.  I  wouldn't  say  that  that  was  true.  Generally 
speaking,  Mr.  Scoll,  that  distinction  might  be  made,  but  some  por- 
phyries are  rather  high  cost  properties  and  some  vein  mines  or  under- 
ground mines  are  low  cost.  It  depends  on  the  character  of  the  par- 
ticular mine. 

Senator  King.  Is  it  not  true  that  in  most  copper  producing  prop- 
erties, copper  is  not  produced  exclusively  but  there  may  be  a  little  gold, 
maybe  a  little  silver,  a  little  lead  or  zinc  or  a  little  iron  ore,  so  that  it  is 
almost  impossible  to  determine  just  how  to  allocate  the  cost  of  the 
production  of  an  ore? 

Mr.  Kelley.  That  is  true,  Senator,  and  it  has  given  rise  to  a 
considerable  controversy  among  accoimtants  themselves  as  to  whether 
the  common  practice  of  crediting  to  the  cost  of  producing  copper  the 
entire  output  of  metal,  whatever  it  may  be  from  the  ore,  to  the  copper 
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or  whether  it  should  be  apportioned  among  the  different  metals  coming 
out,  should  be  followed.  Your  statement  is  likewise  true  that 
generally  speaking,  and  particularly  in  the  United  States  and  Canada, 
copper  is  usually  accompanied  by  other  metals. 

(Senator  King  assumed  the  Chair.) 

Acting  Chairman  King.  Isn't  it  a  fact  that  many  of  the  mines  that 
produce  copper,  if  copper  were  the  only  metal  in  the  ore,  couldn't 
operate  at  all? 

Mr.  Kelley.  That  is  true. 

Acting  Chairman  King.  The  cost  would  be  too  gi*eat. 

Mr.  Kelley.  That  is  true. 

Acting  Chau-man  King.  I  referred  to  the  Utah  Copper.  My  recol- 
lection is  that  the  production  of  copper  is  about  1  percent. 

Mr.  Kelley.  It  is  about  1  percent,  which  would  be  20  pounds  to  a 
ton. 

Acting  Chairman  King.  They  have  to  move  a  veritable  mountain 
in  order  to  extract  that  small  quantity,  1  percent. 

Mr.  Kelley.  It  is  a  great  engineering  and  technological  accom- 
plishment. 

Acting  Chairman  King.  It  isn't  mining  so  much  as  it  is  an  industrial 
activity. 

Mr.  Kelley.  That  is  right. 

Mr.  ScoLL.  In  Africa,  Katanga,  for  instance,  is  usually  referred 
to  in  the  trade  as  a  low  cost  producer,  is  it  not? 

Mr.  Kelley,  Yes,  the  cost  of  Katanga  has  been  estimated  at 
various  times;  they  don't  publish  cost  figures,  but  undoubtedly  they 
could  make  copper  at  a  low  cost  from  an  economic  standpoint. 

Mr.  ScoLL.  Their  ore  is  a  porphyry  occurrence? 

Mr.  Kelley.  They  have  both.  They  have  underground  mining 
and  open  pit  mining. 

Mr.  ScoLL.  Rhokana  and  Roan? 

Mr.  Kelley.  In  Rhokana  and  Roan  the  ore  occurs  in  great  ledges 
and  those  are  undergroimd  mines,  as  is  also  the  Mufulira. 

Mr.  ScoLL.  I  don't  want  to  question  you  too  closely  about  it 
because  it  is  strictly  within  Mr.  Stannard's  provtQce,  but  Kennecott 
is  frequently  referred  to,  is  it  not,  as  a  low  cost  producer  in  the  trade? 

Mr.  Kelley.  I  would  prefer  if  Mr.  Scoll  would  direct  his  questions 
regarding  Kennecott  to  Mr.  Stannard,  the  president  of  Kennecott, 
who  is  far  more  intimately  acquainted  with  them  than  I.^ 

Acting  Chairman  King.  I  thinlr  it  would  be  well  to  pass  that  by. 
Where  you  have  direct  evidence  we  won't  take  hearsay. 

Mr.  Scoll.  Who  are  referred  to  as  the  custom  smelters? 

Mr.  Kelley.  The  custom  smelters,  generally  speaking,  are  smelters 
that  are  owned  by  corporations  that  are  more  particularly  engaged  in 
smelting  and  refining  than  in  mining,  although  some  mining  companies 
like  Anaconda  are  both  diyect  miners  and  operate  custom  smelters. 

Mr.  Scoll.  Why  are  they  called  custom  smelters? 

Mr.  Kelley.  I  don't  know  where  the  term  originated,  but  his- 
torically speaking,  the  art  of  smelting  was  one  that  was  little  Icnown 
in  the  early  miuing  history  of  this  country. 

The  cost  of  erecting  smelters  was  very  considerable,  and  mines 
were  usually  in  those  days  operated  in  very  small  units.  In  the 
reduction  of  ores,  it  is  desirable  to  have  a  balanced  charge,  and, 

t  For  testimony  of  £.  T.  Stannard,  president  of  Kennecott  Oopper  Corporation,  see  infra,  pp.  13210-13266. 
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therefore,  of  necessity  and  as  a  matter  of  convenience,  the  custom 
grew  up  in  the  industry  of  raising  capital  to  erect  smelters  that  would 
serve  a  mining  district  or  a  number  of  mines,  and  the  ownership  of  the 
mines  that  ship  ore  to  the  custom  smelter  is  quite  distinct  from  the 
ownership  of  the  smelter  itself.  They  are  called  custom  smelters 
because  the  muier  ships  his  ore  there,  the  metal  content  is  bought  upon 
a  formula,  the  metal  becomes  the  property  of  the  smelter,  and  from 
there  is  taken  on,  refined,  and  sold  by  the  smelter. 

Mr.  ScoLL.  To  make  it  a  little  more  specific,  the  marketing  problems 
of  a  producer  like  Anaconda  are  quite  different,  are  they  not,  from 
those  of  an  organization  like  the  American  Smelting  &  Refining  Co.? 

Mr.  Kelley.  Yes. 

Mr.  ScoLL.  As  far  as  copper  is  concerned. 

Mr.  Kelley.  Quite  different. 

Mr.  ScoLL.  Would  you  elaborate  that  a  Httle? 

Mr.  Kelley.  Very  briefly,  the  situation  is  this :  In  the  case  of  a  pro- 
ducer carrying  his  operation  through  from  mining  to  the  finished 
metal,  and  then  selling  it,  he  has  the  margin  between  the  cost  of  pro- 
duction and  whatever  he  sells  his  metal  for.  In  the  case  of  the  custom 
smelter,  the  margin  is  the  difference  between  what  the  smelter  pays 
the  miner  for  his  metal,  and  what  the  smelter  is  able  to  sell  if  for, 
and,  therefore,  this  situation  which  I  think  you  wished  explained, 
arises:  The  custom  smelter  having  a  very  narrow  margin,  and  buying 
ore  from  day  to  day,  or  metal  from  day  to  day,  is  not  in  a  position  to 
carry  its  metal.  They  must  sell  it — or  endeavor  to  sell  it— as  rapidly 
as  they  acquire  it,  irrespective  of  market  conditions;  otherwise  if  they 
went  long  or  short,  they  would  be  speculating  in  the  market,  and  that 
as  a  general  thing  they  don't  desire  to  do. 

Acting  Chairman  KiNG.  Isn't  it  a  fact  that  a  mine  producing  one 
ore,  for  instance,  say,  copper  or  silver  or  lead,  no  matter  how  valuable 
the  product  was,  could  scarcely  afford  to  construct  a  smelter  unless 
there  were  immediately  a  considerable  number  of  mines  that  pro- 
duced what  might  be  called  the  byproducts  or  the  necessary  fluxing 
material;  so  that  it  would  justify  the  treatment  of  the  ores  in  the 
inunediate  vicinity  in  which  they  were  mined? 

Mr.  Kelley.  Unless  the  operation  was  very  large.  Senator,  that  is 
true. 

Acting  Chainnan  King,  in  the  smelters  they  have  to  assemble  ore 
in  order  to  treat  economically  from  various  sections,  from  mines  that 
may  be  remote  in  order  to  get  the  necessary  u-on  and  fluxing  materials, 
Hmestone,  and  so  on,  in  order  to  make  a  proper  fluxing  product. 

Mr.  Kelley.  That  is  right.  In  some  cases,  even,  the  smelter 
pays  the  miner  a  premium  and  smelts  his  ore  for  nothing  in  order 
to  get  the  essential  basic  elements  requii'ed. 

Mr.  ScoLL.  How  many  custom  smelters  are  there  operating  in  the 
United  States  today,  to  your  knowledge? 

Mr.  Kelley.  I  think  the  custom  smelting  business  in  the  United 
States  is  controlled  by  the  American  Smelting  &  Refining  Co.,  the 
Nichols  Copper  Co.,  which  is  a  subsidiary  of  Phelps  Dodge,  by 
Anaconda  and  its  subsidiaries,  and  by  the  American  Metal  Co. 

Mr.  ScoLL.  So  there  are  only  four. 

Mr.  Kelley.  Four  or  five  major  companies. 

Mr.  ScoLL.  The  next  step  in  the  process  is  refining.  How  many 
refinery  operators  are  there? 
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Mr.  Kelley.  I  think  the  American  Smelting  &  Refinmg  Co.,  the 
Anaconda  Co.,  the  Phelps  Dodge  Co. — those  are  the  principal  refiners, 
and  American  Metal. 

Mr.  ScoLL.  One  of  the  factors  in  determining  market  conditions 
of  copper,  I  believe,  is  secondary  copper.     Isn't  tliat  true? 

Mr.  Kelley.  Yes. 

Mr.  ScoLL.  Now,  that  includes  secondary  copper  both  as  metal,  and 
secondary  copper  which  is  locked  up  in  alloys. 

Mr.  Kelley.  That  is  right. 

Mr.  ScoLL.  Where  does  secondary  copper  come  from? 

Mr.  Kelley.  Except  to  a  very  limited  extent,  copper  is  really 
never  destroyed,  and  ultimately  comes  back  into  the  market  from  the 
scrap  of  buildings,  trolley  lines,  automobiles,  and  various  other  appli- 
ances where  it  is  originally  put.  That  product  coming  back  into  the 
market  is  called  scrap,  or  secondary  metal,  and  in  this  country  has 
become  a  very  important  factor  in  the  copper  industry. 

Before  we  leave  the  question  of  secondary  metal,  may  I  suggest  that 
in  1932,  '33,  and  '34,  the  ratio  of  secondary  metal  to  the  total  amount 
of  metal  produced  in  those  years  was  respectively  35  percent,  42  percent, 
and  41  percent.  So  you  can  see  what  a  very  important  bearing  it  has, 
particularly  in  times  of  depression. 

Mr.  ScoLL.  I  would  like  at  this  time  to  offer  a  ch^rt  and  a  support- 
ing table,  showing  the  United  States  production  of  primary  and 
secondary  copper,  1912-38.  This  chart  was  compiled  by  the  staff  of 
the  T.  N.  E.  C.  from  figures  of  the  United  States  Bureau  of  Mines. 

Acting  Chairman  King.  Have  you  seen  this  chart? 

Mr.  Kelley.  I  think  I  have.  Mr.  Scbll  has  been  very  courteous 
and  given  us  copies  of  most  of  his  charts,  but  I  don't  know  which  one 
it  is. 

Acting  Chairman  King.  Just  examine  it  and  see  whether  you 
identify  it. 

Mr.  Kelley.  Yes,  we  have  seen  that  chart. 

Acting  Chairman  King.  Have  you  any  comment  to  make? 

Mr.  Kelley.  No,  I  think  it  shows  graphically  what  Mr.  ScoU  has  in 
mind. 

Mr.  Scoll.  To  summarize  what  is  on  this  chart,  it  shows  that  the 
trend  of  production  in  scrap  has  had^n  increasing  importance,  since 
1912,  that  in  1938  secondary  metal  was  approximately  40  percent  of. 
the  total  pr.oduction.     I  offer  it  iii  evidence. 

Acting  Chairman  King.  It  will  he  received. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2089"  and  is 
included  in  the  appendix  on  p.  13385.) 

Mr.  Scoll.  The  process  of  fabricating  the  metal  is  one  of  convei'trng 
it  into  shapes,  such  as  bars,  ingots,  sheets,  and  so  forth,  is  it  not?. 

Mr.  Kelley.  No,  that  is  called  casting.  The  primary  casting  of 
copper  occurs  at  the  refinery.  The  various  shapes,  ingot,  cake,  and 
wire  bar,  are  then  shipped  out  to  mills  where  the  process  of  fabrication 
or  manufacture  is  undergone. 

Mr.  Scoll.  And  those  mills  are  the  ones  which  produce  the  copper 
articles  of  trade? 

Mr.  Kelley.  Yes. 

Acting  Chairman  King.  Before  you  leave  that,  I  wish,  Mr.  KeUey 
you  would  state  the  fact — I  think  it  is  a  fact — that' many  of  the  ores 
which  are  being  mined  now  could  not  be  mined  and  were  not  mined 
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several  years  ago  because  they  did  not  have  the  chemical  or  tech- 
nological or  mechanical  process  by  which  they  could  profitably  mine 
it.  I  have  in  mind  a  number  of  developments  by  reason  of  which  you 
may  extract  copper  now  from  what  might  be  called  ores  that  they  could 
not  have  done  a  number  of  years  ago.  Show  the  fact  that  the  mining 
industry  has  made  some  progress  by  reason  of  the  technological, 
chemical,  mechanical  devices  which  have  been  brought  into  operation 
during  the  past  few  years. 

Mr.  Kelley.  We  think  that  it  is  a  fair  statement,  perhaps,  to  say 
that  no  industry  has  made  a  greater  technological  advance  in  the  last 
30  years  than  has  the  copper-mining  industry.  It  is  a  fair  statement 
to  say,  not  only  through  that  process  and  the  advance  in  the  art  of 
producing  ores  have  we  lowered  the  cost  very  much  of  producing  the 
metal,  but  from  a  national  economic  standpoint  it  is  equally  interesting 
that  there  has  been  added  an  enormous  quantity  to  the  available  re- 
serves of  the  Nation  and  of  the  different  countries  where  copper  is 
produced. 

I  have  a  very  interesting  paper  that  covers  that  subject  more  fully 
than  perhaps  you  wish  me  to,  and  it  is  available  if  counsel  cares  to 
introduce  it  in  the  record.  Generally  speaking,  the  recovery  of  copper 
metal  from  ores  capable  of  being  beneficiated  has  during  the  last 
30  years  been  increased  from  approximately  70  to  75  percent  of  the 
metal  content,  to  90  to  95  percent,  principally  through  the  develop- 
ment of  the  art  of  flotation,  which  is  part  of  the  recovery  process. 

Acting  Chairman  King.  So  that  that  may  get  into  the  record, 
that  means  by  the  soap  bubble,  so  to  speak,  you  can  arrest  those 
infinitesimally  small  particles  of  copper  that  otherwise  would  go  off 
with  the  waste. 

Mr.  Kellhy.  That  is  true.  Originally  the  concentration  of  ores 
was  a  gravity  process,  in  which  the  gangue  was  washed  away  from 
the  sulphide  particle.  Through  the  introduction  of  flotation  into  a 
cell  that  is  aerated  there  is  an  afl&nity  between  the  sulphide  particle 
and  various  reagents,  and  by  that,  the  very  small  particle  of  sulphide 
ore  is  carried  to  the  surface  with  a  bubble,  and  recovered  and  skimmed 
off  as  a  froth.  That  has  increased,  as  I  say,  the  recovery  from  sulphide 
ores  approximately  20  percent  or  more. 

Actmg  Chairman  King.  I  wish  you  would  make  comments  upon 
the  processes  which  were  developed  by  Mr.  Jackling  and  Governor 
Pern,  of  my  State,  by  reason  of  which  the  infinitesimafly  small  particle 
of  gold  in  ore,  which  otherwise  was  barren,  have  been  arrested  and 
conserved. 

Mr.  Kelley.  That  is  a  fact,  Senator,  but  again  may  I  refer  you 
to  Mr,  Stannard.     I  think  he  can  answer  it  better. 

Acting  Chairman  KjNG.  All  right.  Did  you  finish  what  you  wanted 
to  say? 

Mr.  Kelley.  I  think  so.  I  showed  that  the  increase  in  the  recov- 
ery of  metal-content  from  the  ore  will  reduce  the  cost  approximately 
3  cents  a  pound  on  the  average.  Now,  the  price  has  not  increased; 
on  the  contrary,  the  price  has  likewise  on  the  average  decreased,  so 
that  the  consuming  public  has  received  the  benefit  of  the  technological 
advance. 

Acting  Chairman  King.  And  those  technological  developments 
have  made  obsolete  smelters.  I  know  in  my  State  quite  a  number 
that  cost  in  the  aggregate  miUions  of  dollars 
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Mr.  Kelley  (interposing).  More  particularly  the  concentrators. 
We  had  a  very  heavy  obsolescence  charge  which  we  have  written  off 
in  the  industry. 

Mr.  ScoLL.  Can  you  state  from  your  knowledge,  Mr.  Kelley,  which 
of  the  producing  companies  own  interests  in  fabricator  companies? 

Mr.  Kelley.  In  the  United  States? 

Mr.  ScoLL.  In  the  United  States. 

Mr.  Kelley.  Anaconda  owns  fabricating  plants. 

Mr.  ScoLL.  That  is  the  American  Brass? 

Mr.  Kelley.  American  Brass  Co.,  and  the  ownership  of  stock 
in  the  Anaconda  Wire  &  Cable  Co.;  Phelps  Dodge  I  believe  has 
fabricating  subsidiaries;  Kennecott  has  a  fabricating  subsidiary,  and 
the  American  Smelting  &  Refining  Co.  has  a  stock  ownership  in 
fabricating  companies. 

Mr,  ScoLL.  Perhaps  I  shouldn't  ask  you  this  question,  but  do  you 
have  any  idea  how  much  of  the  fabricating  capacity  of  the  United 
Spates  is  owned  by  producing  companies? 

Mr.  Kelley.  I  should  say  approximately  75  percent  of  the  pri- 
mary fabricating  capacity. 

Mr.  ScoLL.  Do  you  recall  offhand  who  the  so-called  independent 
fabricators  are? 

Mr.  Kelley.  There  is  a  very  large  Ust. 

Mr.  ScoLL.  The  principal  ones. 

Mr.  Kelley.  Scoville,  Bridgeport,  Mueller — there  are  a  substantial 
number.     I  will  furnish  a  list  if  you  desire. 

Mr.  Scoll.  Thank  j'^ou.  After  the  hearing,  if  you  wiU  furnish  a 
Hst  we  will  file  it  with  the  committee.     May  we  have  permission? 

Acting  Chairman  King.  You  may. 

Mr.  Scoll.  And  at  this  time  I  suggest  that  Mr.  Kelley  be  per- 
mitted to  file  with  the  committee  the  paper  which  he  previously  pre- 
pared on  technological  improvements. 

Acting  Chairman  King.  It  will  be  received  if  he  desires  to  offer  it. 

Mr.  Kelley.  The  paper  I  referred  to  was  prepared  by  Mr. 
Frederick  Laist,  who  is  metallurgical  manager  of  the  Anaconda  Co., 
and  I  think  covers  the  subject  that  j'^ou  are  interested  in  very  well. 

Mr.  Scoll.  Will  you  describe  briefly  for  the  record  the  growth  of 
the  Anaconda  enterprise,  including  the  acquisition  of  the  various 
properties  that  you  have  referred  to? 

Mr.  Kelley.  I  have  a  chart,  which  I  do  not  have  with  me,  that 
would  show  this  very  weU,  and  I  will  be  pleased  to  submit  it.  Very 
briefly  stated,  the  Anaconda  Co.  was  organized  in  1895  with  a  capital 
of  $30,000,000.  It  acquired  the  International  Smelting  &  Refining 
Co.  in  1914.  It  acquired  the  American  Brass  Co.  in  1921.  It  secured 
a  majority  interest  in  the  Chile  Copper  Co.  in  1923,  and  it  controlled 
Andes  from  the  start  and  developed  that  property  and  brought  it 
into  operation  in  1928,  and  through  exchange  of  stock  acquired  the 
balance  of  the  outstanding  interest  up  to  the  extent  that  I  have 
indicated  in  Chile,  Andes,  and  Greene  in  1929.  Today  we  have 
outstanding  8,600,000  shares,  about  $430,000,000  at  par. 

Mr.  Scoll.  Is  it  correct  to  state  that  the  Phelps  Dodge  Corporation 
and  Kennecott  similarly  acquired  mining,  smelting,  and  fabricating 
units  from  time  to  time? 

Mr.  Kelley.  It  is  true  to  state  that  they  have  expanded  and  de- 
veloped, but  the  Kennecott,  to  a  limited  extent,  only,  I  beheve,  is  in 
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the  smelting  and  refining  business,  as  they  have  had  that  part  of  their 
operations  done  under  contract  with  the  itmerican  Smelting  &  Refining 
Co. 

Mr.  ScoLL.  At  this  time  I  would  hke  to  introduce  a  table  entitled 
"Anaconda  Copper  Mining  Co.,  Principal  Subsidiaries  Classified  Ac- 
cording to  Major  Function,  1937."  This  was  prepared  by  the  staff 
of  the  committee  from  the  information  contained  in  Moody's  Indus- 
trials, 1938,  and  statements  filed  with  the  Securities  and  Exchange 
Conunission. 

Acting  Chairman  King.  Have  you  seen  it,  Mr.  Kelley? 
Mr.  Kelley.  I  have  not,  Senator,  but  I  have  little  doubt  of  its 
accuracy  and  no  objection  to  its  being  introduced  subject  to  our  being 
permitted  to  examine  and  make  corrections,  if  necessary. 

Acting  Chairman  King.  It  will  be  received  with  that  understanding. 
(The  table  referred  to  was  marked  "Exhibit  No.  2090"  and  is 
included  in  the  appendix'  on  p.  13387.) 

Mr.  ScoLL.  Copies  were  submitted  to  your  counsel  several  days  ago. 
At  this  time  I  would  also  like  to  introduce  a  table  showing  "Kenne- 
cott  Copper  Corporation,  Principal  Subsidiaries  Classified  According 
to  Major  Function,  1937,"  from  Moody's  Industrials,  1938,  and  state- 
ments filed  with  the  Securities  and  Exchange  Commission. 

Acting  Chairman  King.  I  understand  that  a  representative  of  the 
Kennecott  Copper  Corporation  is  here  as  a  witness. 
Mr.  ScoLL.  And  will  receive  a  copy  of  this. 

Acting  Chairman  King.  It  will  be  submitted  to  the  representative 
of  the  company,  and  if  he  desires  to  make  any  correction,  the  oppor- 
tunity will  be  afforded. 

(The  table  referred  to  was  marked  "Exhibit  No.  2091"  and  is 
included  in  the  appendix  on  p.  13387.) 

Mr.  ScoLL.  Similarly  I  have  a  table  showing  the^ame  information 
for  the  American  Smelting  &  Refining  Co.  compUed  from  the  same 
sources.  A  witness  from  the  American  Smeltiug  &  Refuiing  Co.,  Mr. 
Brownell,  is  going  to  take  the  stand,  and  he  will  have  an  opportunity 
to  make  corrections,  if  there  be  any. 

Acting  Chairman  King.  It  will  be  received  with  the  understanding 
it  wUl  be  exhibited  to  Mr.  Brownell,  and  he  may  make  such  comments 
upon  the  document  as  he  sees  fit. 

(The  table  referred  to  was  marked  "Exhibit  No.  2092"  and  is 
included  in  the  appendix  on  p.  13388.) 

Mr.  ScoLL.  Now,  I  have  a  similar  statement  for  the  Phelps  Dodge 
Corporation,  and  one  for  the  American  Metal  Co.^  Ltd.  Neither  of 
those  two  companies  is  going  to  be  represented  here  in  the  hearing, 
but  this  information  is  a  matter  of  public  record,  and  all  we  have  done 
is  merely  to  copy  from  Moody's  Industrials.  We  beUeve  it  is  accurate. 
Acting  Chairman  King.  They  wUl  be  received,  and  if  before  the 
hearing  any  cotnments  are  desired  upon  it  by  representatives  of  the 
companies,  the  companies  will  be  given  an  opportunity  to  be  heard. 
(The  tables  referred  to  were  marked  "Exhibits  Nos.  2093  and  2094" 
and  are  included  in  the  appendix  on  pp.  13389  and  13390.) 

Mr.  ScoLL.  At  this  time  I  would  also  like  to  offer  a  chart  and 
supporting  table  showing  the  concentration  of  production  of  copper 
among  three  companies  in  the  United  States  for  selected  years  from 
1915  to  1937.  A  copy  of  this  table  has  already  been  submitted  to 
counsel  for  Mr.  KeUey,  and  the  supporting  table  with  the  chart 
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likewise.  The  information  on  this  table,  I  might  explain,  is  obtained 
from  the  American  Bureau  of  Metal  Statistics,  which  is  a  statistical 
agency  established  by  the  members  of  the  industry  some  years  ago, 
and  I  think  their  figures  are  entirely  reliable. 

Acting  Chairman  King.  Mr.  Kelley,  have  you  or  your  repre- 
sentatives of  your  company  seen  this  table? 

Mr.  Kelley.  Yes;  we  have,  Senator, 

Acting  Chairman  King.  Have  you  any  comment  to  make  upon  it? 

Mr.  Kelley.  None.  I  think  it  probably  accurately  represents  the 
position  of  the  different  companies. 

Acting  Chairman  King.  It  may  be  received. 

(The  chart  and  table  referred  to  were  marked  "Exhibit  No.  2095" 
and  are  included  in  the  appendix  on  p.  13390.) 

Mr.  ScoLL.  I  would  like  to  comment  by  the  way  of  explanation  and 
interpretation,  if  I  may.  The  chart  shows  concentration  of  control 
with  respect  to  mine  production.  In  1915,  for  instance,  we  notice 
that  approximately  27  percent  of  the  copper  produced  in  the  United 
States  was  produced  by  Anaconda,  Kennecott,  and  Phelps  Dodge. 
The  rest  of  it  was  produced  by  independents,  so-called.  We  move 
forward  to  1937  and  find  that  the  copper  produced  by  Anaconda, 
Kennecott,  Phelps  Dodge,  accounts  for  approximately  78  percent  of 
the  total  United  States  mine  production,  and  I  should  emphasize 
that  I  am  now  speaking  of  mine  production  only,  while  roughly  22 
percent  is  produced  by  the  so-called  independents. 

One  of  the  interesting  features  of  this  chart  is  the  increase  in  the 
share  of  the  total  United  States  mine  production  which  Kennecott 
has  enjoyed.  The  chart  shows,  for  instance,  that  in  1915  Kennecott 
produced  a  little  less  than  1  percent  of  the  United  States  production, 
while  in  1937  their  share  was  approximately  36  percent,  exceeding 
that  of  both  Anaconda  and  Phelps  Dodge. 

Mr.  Kelley.  No  ;  not  both. 

Mr.  Scoll.  I  mean  of  either. 

Acting  Chairman  King.  Mr.  Kelley,  in  order  to  successfully  mine 
copper  ores,  is  it  not  a  fact  that  there  must  be  not  only  the  highest 
form  of  technological  development,  but  smelters  erected  at  great  cost 
and  which  must  be  changed  frequently,  and  furthermore  is  it  not  a 
fact  that  the  mines  which  produce  copper  are  limited  and  are  usually 
in  a  small  area  of  our  country  measured  by  the  vast  area  in  which 
there  may  be  found  other  metals.and  minerals? 

Mr.  Kelley.  Those  statements  are  true. 

Acting  Chairman  King.  A  small  refiner,  that  is  a  mine  with  limited 
capital,  would  not  be  able  to  develop  a  large  copper  mine,  particu- 
larly if  it  was  low  grade ;  the  cost  would  be  almost  prohibitive,  would 
it  not,  and  require,  at  any  rate,  great  capital? 

Mr,  Kelley.  Yes;  and  that  is  particularly  true  of  the  rich  mines, 
the  mines  that  paid,  as  the  miner  says,  from  the  grass  roots  where 
the  mines  were  discovered  by  the  pioneer  miners  in  our  West  and 
were  mined  successfully  from  the  time  they  started  until  they  finally 
gave  out  or  are  still  continuing.  The  mines  that  have  been  developed 
in  the  latter  part  of  the  century,  during  the  last  40  years,  have  been 
low-grade  mines,  deposits  the  existence  of  which  was  known,  but  the 
enormous  amount  of  capital  required  to  develop  them  in  the  remote 
places  of  the  earth  where  they  occur  made  development  with  any- 
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thing  but  a  huge  concentration  of  effort,  money,  and  talent  impos- 
sible. 

Acting  Chairman  King.  Isn't  it  true  that  one  of  the  largest  copper 
mines  in  the  United  States  today  is  the  Utah  Copper,  which,  as  indi- 
cated heretofore,  produces  only  about  1  percent  of  copper  from  each 
ton  of  ore  mined? 

Mr.  Kelley.  That  is  true,  and  it  is  the  largest  mine  in  the  United 
States. 

Acting  Chairman  King.  Isn't  it  true  that  that  was  laiown  many, 
many  years  ago  and  efforts  made  to  develop  it  even  by  Mr.  Holden 
of  Ohio  40  years  ago,  and  they  failed,  and  finally  through  technologi- 
cal developments  and  flotation  processes  they  have  been  able  to  make 
it  a  producing  mine  of  considerable  value? 

Mr.  Kelley.  Of  great  value. 

Acting  Chairman  King.  They  had  to  construct  a  railroad  at  the 
cost  of  $25,000,000,  did  they  not,  in  order  to  get  the  ore  to  the  smelter 
or  to  the  mill,  and  that  was  one  of  the  initial  outlays  before  the  uiine 
could  be  made  productive? 

Mr.  Kelley,  It  took  a  very  large  outlay  of  capital,  but  even  that 
was  inconsequential  as  compared  with  what  it  took  to  develop  the 
great  mines  of  South  America.  These  ore  bodies  occur,  roughly,  in 
a  line  about  a  hundred  miles  from  the  seacoast,  across  a  desert,  that 
is  the  Andes,  and  the  Chuquicamata  mine  is  more  favorably  situated 
in  the  south.  We  had  to  bring  water;  we  not  only  had  to  furnish 
transportation  in  order  to  reach  the  mines,  but  we  had  to  bring  pot- 
able water  and  water  for  operations  as  much  as  a  hundred  miles  back 
in  the  Andes.  Everything  that  was  required  to  sustain  a  population 
of  a  city  of  25,000  to  30,000  people  in  the  case  of  Chuquicamata  had 
to  be  provided.  A  inan  couldn't  exist  there  24  hours  in  its  natural 
environment. 

Mr.  ScoLL.  The  actual  competition  in  the  copper  industry  is  in 
the  sale  of  refined  copper,  is  it  not? 

Mr.  Kelley.  Well,  I  should  say,  generally  speaking,  that  is  true, 
although  there  is  very  active  competition  in  the  sale  of  other  brands 
than  electrolytic. 

Mr.  Scoll.  I  wasn't  referring  only  to  electrolytic;  I  meant  to 
include  all  the  commercial  forms  of  copper. 

Mr.  Kelley.  That  is  right. 

Mr.  Scoll.  We  have  here  a  list  entitled  "Principal  Sellers  of 
Copper  in  the  United  States."  The  list  gives  American  Metal  Co., 
Ltd.,  American  Smelting  &  Refining  Co.,  Anaconda  Sales  Co.,  Calu- 
met &  Hecla  Consolidated  Copper  Co.,  ConsoHdated  Coppermines 
Corporation,  Copper  Range  Co.,  Kennecott  Sales  Corporation, 
Adolph  Lewdsohn  &  Sons,  Inc.,  Alagma  Copper  Sales  Corporation, 
Phelps  Dodge  Corporation,  and  Quincy  Mining  Co.  Those  are 
about  all  of  the  principal  selling  agencies,  aren't  they? 

Mr.  Kelley.  They  are  all,  and  several  of  those  are  of  minor 
importance. 

Mr.  Scoll.  And  I  note  that  their  addresses  are  all  61  Broadway, 
120  Broadway,  25  Broadway,  52  Broadway,  H  Wall  Street,  40  Wall 
Street;  in  other  words  they  are  all  located  within  a  radius  of  half  a 
mile  in  lower  New  York. 

Mr.  Kelley.  A  half  a  nule  in  lower  New  York  when  you  take  the 
perpendicular  distatice  of  some  of  the  buildings  is  quite  a  distance. 


CONCENTRATIOiX  OF  ECONOMIC  POWER  13103 

Mr.  ScoLL.  Not  as  long  as  the  elevators  are  running. 

Now  most  of  the  business  among  the  sellers  is  done  by  telephone, 
isn't  it? 

JVIr.  Kelley.  You  mean  between  buyers  and  sellers? 

Mr.  ScoLL.  Buyers  and  sellers. 

Mr.  Kelley.  Yes. 

Mr.  ScoLL.  I  would  like  to  offer  for  the  record  at  this  time  a  list  of 
the  principal  sellers  of  copper  of  the  United  States.  The  source  of 
this  is  the  American  Bureau  of  Metal  Statistics,  1938,  page  23.  The 
American  Bureau,  I  believe  I  stated  before,  is  a  statistical  agency 
which  was  set  up  by  the  industry. 

Acting  Chairman  King.  Has  this  exhibit  been  shown  to  you? 

Mr.  Kelley.  No  ;  but  I  have  no  doubt  of  its  accuracy.  I  am  famil- 
iar with  the  publication  referred  to. 

Acting  Chairman  King.  It  may  be  received. 

(The  list  referred  to  was  marked  "Exhibit  No.  2096"  and  is  in- 
cluded in  the  appendix  on  p.  13392.) 

Mr.  Kelley.  I  want  to  make  an  addition  to  my  answer  where  Mr. 
Scoll  said  most  of  the  business  of  buying  and  selling  is  done  over  the 
telephone;  that  is  true,  but  it  is  always  followed  by  written  contracts, 
setting  up  the  transaction. 

THE    COPPER    PRODUCERS    COMMITTEE,   1917-1919 

Mr.  Scoll.  Now  let's  turn  back  to  the  Copper  Producers  Com- 
mittee, which  I  believe  was  an  organization  of  copper  producers 
during  the  war.  Will  you  describe  briefly  the  Copper  Producers 
Committee? 

Mr.  Kelley.  Just  prior  to  our  entry  into  the  World  War  there  was 
set  up  an  agency  which,  as  I  remember  it,  was  called  the  Advisory 
Council  of  Defense,  the  function  of  which  was  to  assist  the  Govern- 
ment in  making  preparations  for  the  war  that  might  eventuate.  That 
agency,  or  that  committee,  subsequent  to  the  declaration  of  war, 
became  the  War  Industries  Board,  the  Chairman  of  which  was  Mr. 
Baruch.  The  first  step  in  the  formulating  of  the  Copper  Producers 
Committee  was  a  visit  from  Mr.  Baruch  and  Mr.  Dan  Willard,  who 
came  to  New  York  and  told  us  that  the  Government  wished  to  make 
substantial  purchases  of  copper  for  the  Army  and  for  the  Navy. 
This  was  in  the  days  of  preparation.  They  interviewed  the  late  Mr. 
John  D.  Ryan  and  me. 

Mr.  Scoll.  Who  was  Mr.  Ryan? 

Mr.  Kelley.  Mr.  Ryan  was  formerly  the  president  of  the  Ana- 
conda Copper  Mining  Co.  He  resigned  that  position  to  become 
Assistant  Secretary  of  War  during  the  war,  and  returned  as  chairman 
of  the  Board  and  occupied  that  position  until  his  death. 

You  will  remember  that  during  the  war  copper  became  practically 
a  munition.  At  that  time  the  major  production  of  copper  in  the  world 
was  in  the  United  States,  and  we  had  produced  and  shipped  tre- 
mendous quantities  of  copper  to  the  allied  nations.  Like  other  com- 
modities, but  less — and  I  wish  to  emphasize  that — than  any  other 
commodity  in  its  class,  the  price  of  copper  had  increased.  At  the  time 
that  Mr.  Baruch  and  Mr.  Willard  came  to  New  York,  copper  was  sell- 
ing above  30  cents  a  pound.  They  wished  to  know  at  what  price  copper 
would  be  furnished  to  the  United  States  Government:  forty-five  million 
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pounds,  twenty  for  the  Army  and  twenty-five  for  the  Navy,  as  I  remem- 
ber. Mr.  Ryan  said  he  would  undertake  to  canvass  the  situation  and 
he  would  use  his  influence — and  that  was  consequential — to  furnish 
copper  to  the  Government,  our  Government,  at  the  average  price  for 
the  preceding  10  years.  Mr.  Ryan  called  a  meeting  of  producers,  and 
with  the  exception  of  one  producer  they  all  agreed  to  take  their  share, 
and  45,000,000  pounds  of  copper  were  sold  to  the  United  States  Gov- 
ernment at  what  figured  to  be  16.67  cents  a  pound,  while  the  current 
price  exceeded  30  cents^SlK,  to  be  exact.  Shortly  after  that  trans- 
action we  became  involved.  My  recollection  is  that  that  was  in  Febru- 
ary 1917 — that  was  March  20,  1917,  and  of  course  in  April  we  were 
likewise  involved. 

In  setting  up  the  agencies  to  handle  the  situation,  the  copper  pro- 
ducers were  requested  to  form  a  committee  so  that  the  industry  could 
act  as  an  entity,  and  accordingly  the  Copper  Producers  Committee,  to 
which  you  refer,  was  formed  to  deal  directly  with  the  War  Industries 
Board,  which,  in  turn,  represented  not  only  our  Government  but  the 
Allied  Governments,  and  t(he  outside  industries  requiring  copper. 

Mr.  ScoLL.  The  conrnittee,  I  take  it,  included  most  of  the  United 
States  producers,  did  it  not? 

Mr.  Kelley.  All  of  the  United  States  copper  producers  were  repre- 
sented. 

Mr.  ScoLL.  What  were  its  functions? 

Mr.  Kelley.  Its  functions  were  principally  to  allocate  and  dis- 
tribute according  to  the  instructions  of  the  War  Industries  Board,  the 
production  of  copper,  the  entire  amount  of  which  was  taken  over — not 
taken  over  ia  the  sense  of  being  bought,  as  is  the  case  today  by  the 
British  Government,  but  the  control.  The  price  was  fixed.  This 
committee  functioned  to  spe  that  production  w^as  maintained,  that 
allocations  were  made  according  to  the  production  that  was  coming 
out,  and  that  the  copper  was  going  into  the  uses  designated  by  the  War 
Industries  Board. 

(Senator  O'Mahoney  resumed  the  Chair.) 

The  Chairman.  Allocation  was  made  according  to  production  by 
the  individual  producers? 

Mr.  Kelley.  Yes,  and  everybody  was  getting  out  the  most  they 
could;  the  entire  production  was  taken  into  consideration. 

The  Chairman.  So  there  was  no  competition  among  the  various 
producers? 

Mr.  Kelley.  There  vas  no  competition  except  one  of  effort. 

The  Chairman.  Effort  to  get  out  as  much  as  possible. 

Mr.  Kelley.  Right,  sir. 

Senator  King.  At  16  cents  a  pound. 

Mr.  Kelley.  No.  I  said  that  the  45,000,000  pounds  was  furnished 
at  16.7  cents  a  pound,  which  was  the  arithmetical  average  for  the  pre- 
ceding 10  years.  When  the  Copper  Producers  Committee  was  formed 
and  the  War  Industries  Board  was  formed,  naturally  the  question  of 
price  arose.  It  was  early  announced  that  it  would  be  the  fixed  policy 
of  our  Government  to  fix  prices,  and  the  President  was  given  the  au- 
thority to  do  so.  There  were  a  number  of  interviews  or  conferences 
between  the  War  Industries  Board  and  the  Copper  Producers  Commit- 
tee and  the  question  of  price  was  debated.  The  copper  producers  took 
the  position  that  pending  the  determination  of  the  question  as  to  what 
the  price  was,  they  would  furnish  all  the  copper  required  and  it  would 
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be  subject  to  whatever  price  should  be  fixed  afterward,  and  that  situa- 
tion prevailed  for  several  months  in  the  early  part  of  the  war. 

Senator  King.  Prices  were  fixed  at  that  time  during  the  war  on 
agricultural  products,  were  they  not?  My  recollection  is  that  wheat 
went  up  to  $2.50  a  bushel,  perhaps  more,  and  other  commodities  in- 
creased materially  in  price,  and  prices  were  regulated  by  the  War  In- 
dustries Board  and  such  other  agencies  as  were  set  up  caused  by  reason 
of  the  war. 

Mr.  Kelley.  That  is  right. 

Mr.  O'CoNNELL.  May  I  interpose?  I  am  not  entirely  sure  that  I 
am  correct,  but  in  the  interest  of  accuracy  it  is  my  impression  that 
the  power  given  to  the  President  to  fix  prices  was  a  power  in  effect  to 
peg  prices  if  prices  went  too  far  out  of  line,  rather  than  to  have  a 
permanent  policy  of  fixing  prices. 

Mr*.  Kelley.  I  think  that  is  correct.  Prices,  of  course,  as  well  as 
costs,  were  undergoing  very  rapid  changes,  and  there  was  a  wide 
fluctuation,  of  necessity,  in  the  situation.  The  policy  of  the  Govern- 
ment was  to  peg  prices  but  to  peg  prices  at  a  level  in  the  case  of 
necessary  metals,  for  instance,  that  would  insure  the  maximum  pro- 
duction.    Shall  I  describe  what  happened? 

The  Chairman.  Proceed. 

Mr.  Kelley.  Following  the  organization  of  the  Producers  Com- 
mittee, conferences  were  had  with  a  subcommittee  of  the  War  Indus- 
tries Board.  At  that  time,  the  price  of  copper  generally  was  about 
27  cents  per  pound.  Our  wage  scales  were  based  on  27-cent  copper. 
The  Army  wished  about  60,000,000  pounds  in  one  order.  The  ques- 
tion was  "what  should  the  price  be"?  The  producers  in  conference 
urged  a  25-cent  price.  The  War  Industries  Board  offered  a  22-cent 
price.  It  was  finally  compromised  through  the  efforts  of  Mr.  Ryan 
upon  the  basis  of  23  K  cents  for  a  period  of  4  months,  during  which 
time  the  Federal  Trade  Commission  was  instructed  to  make  a  survey 
of  the  situation,  which  they  did,  and  my  recollection  is  that  in  the 
month  of  September  1918,  the  Federal  Trade  Commission  filed  its 
report.  According  to  the  report  of  the  Federal  Trade  Commission 
at  that  time,  the  actual  cost  of  producing  copper  without  interest 
but  allowing  depletion,  was  $0.1667  per  pound,  including  foreign 
production.  The  domestic  production  we  calculate  was  about 
$0.1626  a  pound. 

Senator  King.  At  the  mine  or  at  the  mill? 

Mr.  Kelley.  This  is  the  finished  metal  at  the  Atlantic  seaboard 
or  at  the  refinery,  wherever  it  was  located. 

I  do  not  wish,  except  that  it  is  entirely  agreeable  to  the  committee, 
to  make  any  controversial  statement,  but  inasmuch  as  in  the  munition 
inquiry  where  no  copper  producer  was  caUed,  and  in  fact  we  didn't 
know  it  was  going  oUj  certain  statements  were  made  as  a  result  of 
misinformation — not  intentionally  I  think — as  to  the  position  of  the 
copper  producers  during  the  war  and  the  cooperative  effort  that  they 
extended  to  the  Government,  and  in  that  inquiry  as  my  own  name 
happened  to  be  brought  in,  I^would  very  much  appreciate  it  if  the 
committee  would  let  me  very  briefly 

The  Chairman  (interposing).  Controversial  matters  are  usually 
the  most  interesting.     Perhaps  we  would  be  glad  to  hear  it. 

Mr.  Kelley.  They  are  to  me  also.     I  am  likewise  Irish. 
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The  attitude  of  the  copper  producers  as  indicated  first  by  a  reduc- 
tion in  the  initial  order  of  the  Government  from  more  than  30  cents 
to  16  cents,  and  in  coming  immediately  upon  the  organization  of  the 
War  Industries  Board  to  an  organization  of  their  industry,  was  re- 
garded then,  and  I  insist  is  still,  as  one  of  the  best,  one  of -the  most 
stimulating  things  that  occurred  at  that  time,  because  it  showed  the 
willingness  of  American  industry  to  cooperate  with  the  Government 
in  a  time  of  emergency.  And  rather  than  be  the  eulogist  of  the 
industry  myself,  I  would  like,  with  your  permission,  to  quote  very 
briefly  from  the  official  records  of  the  War  Industries  Board,  from  the 
book  that  followed,  written  by  Mr.  Baruch  as  Chairman  of  the  Board, 
and  from  the  work  of  Professor  Taussig,  of  Harvard,  who  was  the 
economist  on  the  Board  and  who  was  one  of  the  members  of  the 
Price  Fixing  Committee. 

Mr.  Baruch  received  the  following  letter  on  behalf  of  26  of  the 
principal  American-owned  copper  companies.  This  is  from  the  record 
of  the  proceedings: 

Referring  to  our  severial  conversations  on  the  subject  of  supplying  copper  for 
the  Army  and  Navy,  to  the  letter  of  the  Secretary  of  the  Navy  of  March  16th 
and  the  telegram  of  the  Secretary  of  War  of  March  17th,  both  addressed  to  you, 
on  behalf  of  the  principal  producers  of  copper  in  this  country  we  beg  to  say  that 
of  the  quantity  named  for  delivery  within  twelve  months,  to  wit, 

Twenty  million  (20,000,000)  pounds  for  the  Navy,  and 

Twenty-five  million  five  hundred  and  ten  thousand  (25,510,000)  pounds  for 
the  Army,  we  will  furnish  our  proportion  in  approximately  equal  quantities  each 
quarter  from  April  1917  to  April  1918,  at  the  price  of  16.6739-  cents  per  pound, 
delivered  in  regular  shapes  at  Atlantic  Seaboard  points. 

The  price  named  is  the  actual  average  selling  price  obtained  by  the  United 
Metals  Selling  Company,  the  largest  seller  of  copper,  over  the  period  of  ten  years 
1907  to  1916  inclusive,  and  represents  in  our  opinion  the  fair  average  price  of  all, 
copper  sold  by  American  producers  during  that  time. 

'  We  offer  the  copper  at  this  price  notwithstanding  our  costs  for  labor,  materials, 
supplies,  etc.,  vary  from  thirty  Jo  seventy-five -per  cent  above  the  average  during 
the  ten  year  period,  because  we  believe  it  to  be  our  duty  to  furnish  the  require- 
ments of  the  Government  in  preparing  the  nation  for  war  with  no  profit  more  than 
we  receive  from  our  regular  production  in  normal  tim.es. 

This  was  the  letter  that  Mr.  Ryan  wrote  to  Mr.  Baruch. 

I  quote  now  from  Crowell  and  Wilson,  and  from  Baruch,  in  their 
review  of  the  activities  of  the  War  Industries  Board  and  the  coopera- 
tion of  the  American  industry. 

Coming  at  a  time  when  the  feelings  of  the  country  were  in  a  state  of  tension 
and  uncertainty,  and  when  there  was  anxiety  in  some  quarters  as  to  whether 
capital  and  industry  would  in  a  wholehearted  way  support  the  Government  in 
case  of  need,  or  on  the  other  hand  would  try  to  take  advantage  of  its  necessity  by 
profiteering,  the  annouhcement  of  this  offer  sent  a  thrill  through  all  who  read  it 
and  had  an  immediate,  twofold  effect:  it  started  a  country-wide  wave  of  enthu- 
siasm and  patriotism  which  had  been  accumulating  but  had  not  before  been 
loosened,  and  by  setting  the  first  example,  it  virtually  gave  assurance  that,  come 
what  might,  the  business  interests  of  the  country  were  solidly  behind  the  Govern- 
ment. 

There  was  an  impression  created  that  the  offer  of  the  copper  pro- 
ducers was  to  furnish  ail  subsequent  requirements  hkewise  at  that 
price,  and  there  was  a  controversy.  There  was  some  criticism  that 
all  subsequent  orders  were  not  filled  at  that  price. 

I  would  like  to  quote  from  Dr.  Butler, 

"Copper  in  1917,"  from  the  official  Government  pubUcation  of  the 
United  States  Geological  Survey. 
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When  further  supplies  were  required,  certain  members  of  the  Government 
sought  to  force  continued  adherence  to  the  165i-cent  price  on  the  ground  that  the 
producers  had  already  accepted  this  price  voluntarily. 

With  respect  to  this  45,000,000-pomid  sale,  the  1917  report  of  the 
governmental  bureau  had  this  to  say: 

As  this  transaction  was  represented  through  the  press,  it  appears  to  have 
gained  the  general  impression  that  all  the  needs  of  the  Government  were  to  be 
supplied  at  the  same  rate.  *  *  *  The  adverse  criticism  to  which  the  pro- 
ducers were  subjected  appears  to  have  been  entirely  undeserved,  as  they  evidently 
never  intended  to  supply  all  the  requirements  of  the  Government  at  the  price 
named,  and  indeed  it  would  have  been  impossible  for  them  to  do  so  if  they  had  so 
desired  and  intended. 

That  is  from  the  Government  pubUcation. 

Without  reading  all  of  this,  I  do  wish  to  read  what  Professor 
Taussig  who  was  one  of  the  price  JGuxers  himself,  had  to  say.  I  quote 
now  from  Taussig,  "Price  Fixing  as  Seen  by  a  Price  Fixer". 

From  all  this  mass  of  data,  certain  things  are  evident.  The  lack  of  any 
uniform  standard  of  price  fixing  is  clearly  disclosed ;  as  one  of  the  Price  Fixing  Com- 
mittee has  said,  an  opportunist  policy  was  followed.  A  great  disparity  as  between 
the  various  commodities  resulted.  It  is  clear,  also,  that  the  price  fixed  for  copper 
was  practically  at  the  bottom  of  the  scale;  surely  no  commodity  about  whose 
supply  the  Government  was  so  deeply  concerned  or  on  which  the  success  of  the 
War  program  so  vitally  depended  was  fixed  at  so  low  a  price.  If  iron  and  steel; 
coal  and  coke;  heavy  chemicals;  cotton  and  wool;  and  wheat,  corn,  sugar  and 
meat  be  classed  along  with  copper,  as  the  absolute  War  essentials,  it  is  found  that 
the  advance  in  price  over  pre- War  standard  allowed  to  copper  was  less  than  half 
the  average  advance  granted  to  all  these  other  products.  After  it  was  aU  over, 
Mr.  Baruch,  in  his  official  report,  referred  to  the  fixing  of  the  price  for  only  a  short 
pefiod  at  a  time  in  order  that  valid  objections  from  producers  or  consumers 
could  be  given  reasonably  prompt  effect;  and  he  added: 

"No  consumer,  public  or  private,  nor  official  of  our  own  or  other  Government, 
appeared  to  object  to  the  (fixed)  prices  as  too  high.  The  fact  is  the  fixed  pricte 
of  copper  represented  a  smaller  advance  over  pre- War  normal  than  .'that  of  per- 
haps any  other  commodity." 

Thank  you. 

The  Chairman.  Mr.  Kelley,  what  was  the  allegation  which  you  are 
attempting  to  refute? 

Mr.  Kelley.  The  allegation,  Senator,  was  that  the  copper  pro- 
ducers and  the  copper  industry  sought  to  profiteer  during  the  war, 
that  they  failed  to  cooperate  with  the  Government,  and  that  at  the 
time  the  price  was  fixed  by  the  President  at  23%  cents,  it  was  done 
imder  pressure,  under  pressure  of  a  threat  to  withdraw  wholehearted 
cooperation  to  the  Government  in  the  conduct  of  the  war.  That,  sir, 
was  the  allegation,  and  the  allegation  will  be  found  in  the  hearings  of 
the  Munitions  Investigating  Committee  about  page  6283,  particu- 
larly in  a  memorandum  submitted  by  Senator  Clark,  of  Missouri. 
The  question  of  Mr.  Stephen  Raushenbush,  coimsel  for  the  Munitions 
Committee 

Mr.  ScoLL  (interposing).  I  suggest  you  read  the  complete  referenpe 
into  the  record,  the  volume  as  well  as  the  page.  I  believe  that  is 
volume  22  of  fehe  Munitions  Hearings.* 

Mr.  Kelley.  It  is  Part  22,  page  6283. 

Mr.  ScoLL.  The  last  page? 

Mr.  Kelley.  Yes;  to  page  6343.. 

The  Chairman.  Unless  you  have  some  questions  that  you  want  to 
propound  at  this  particular  time,  Mr.  Scoll,,  I  was  about  to  take  a 
recess.     Is  that  agreeable? 

'  See  footnote  1,  followliig  page. 
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Mr.  ScoLL.  Senator,  I  think  it  is  agreeable. 

I  have  one  question  with  reference  to  the  relation  of  copper  prices 
to  other  commodity  prices. 

The  Chairman.  That  you  want  to  ask  now? 

Mr.  ScoLL.  We  can  defer  it. 

The  Chairman.  Well,  then,  if  there  is  no  objection,  the  com- 
mittee will  stand  in  recess  until  2  o'clock. 

(Whereupon,  at  12:05  p.  m.,  the  committee  recessed  until  2  p.  m., 
of  the  same  day.) 

AFTERNOON  SESSION 

(The  hearing  was  resumed  at  2 :05  p.  m.  upon  the  expiration  of  the 
recess.) 

The  Chairman.  Mr.  Scoll,  are  you  ready  to  proceed? 

Mr.  Scoll.  Yes,  sir. 

The  Chairman.  The  committee  will  please  come  to  order. 

Mr.  Scoll.  At  this  time,  Senator,  I  think  Dr.  Kreps  has  some  mate- 
rial that  he  would  like  to  insert  in  the  record  in  connection  with  the 
discussion  about  the  Copper  Producers  Committee  and  the  War 
Industries  Board. 

The  Chairman.  Do  you  propose  to  ask  Mr.  Kelley  to  step  aside? 

Mr.  Scoll.  I  would  like  to  ask  Mr.  Kelley  to  step  down  for  a 
minute  and  let  Dr.  Kreps  take  the  stand. 

The  Chairman.  Proceed. 

TESTIMONY  OF  DR.  THEODORE  J.  KREPS,   ECONtTRnC  ADVISER, 
TEMPORARY  NATIONAL  ECONOMIC  COMJ^TTEE— Resumed 

Dr.  Kreps.  It  was  apropos  of  the  inquiry  of  the  chairman  this 
morning  concerning  the  fundamental  controversy  upon  which  Mr. 
Kelley  gave  us  the  benefit  of  his  views  this  morning.  In  order  to 
complete  the  record,  I  would  like  to  say  that  the  controversy  began 
and  centered  around  the  interpretation  of  two  excerpts  from  the 
printed  minutes  of  the  War  Industries  Board,  and  without  wishing 
to  state  anything  concerning  the  various  interpretations  that  are  pos- 
sible, this  at  any  rate  will  give  the  committee  the  basic  and  originating 
cause  of  the  controversy. 

I  read  these  two  short  sentences  from  a  Senate  Committee  Print 
No.  4,  Seventy-fourth  Congress,  first  session,  being  the  minutes  of 
the  War  Industries  Board,  August  1,  1917,  to  December  19,  1918. 

The  Chairman.  When  was  this  printed? 

Dr.  Keeps.  This  was  printed  in  1935. 

The  Chairman.  As  part  of  the  munitions  inquiry  *  to  which  Mr. 
Kelley  referred? 

Dr.  Kreps.  Yes. 

The  two  sentences,  the  two  passages,  which  have  given  rise  to  the 
controversy  are  as  follows:  One  from  the  meeting  of  the  War  Indus- 
tries Board,  hdd  Tuesday,  September  11,  1917,  at  10  a.  m.  in  room 
1945,  the  Munsey  Building,  in  which,  quoting  from  page  52  of  this 
document,  it  is  stated : 

The  representatives  of  the  copper  interests  present  gave  assurances  that  they 
would  do  all  they  could  to  assist  at  whatever  price  was  fixed,  but  that  if  a  price 

•  Special  Committee  Investigating  the  Munitions  Industry,  pursuant  to  S.  Res.  206, 73d  Cong. 
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below  25  cents  per  pound  were  fixed  -they  felt  sure  that  many  mines  would  refuse 
to  sell  to  the  Government,  unless  forced  to  do  so. 

Then  a  meeting  was  held  the  next  day  on  September  12,  1917, 
and  I  quote  another  passage;  it  appears  on  the  same  page  of  this 
document: 

Mr.  Ryan  stated  that  if  22  cents  per  pound  were  fixed  as  a  price  for  copper,  that 
it  would  be  impossible  to  obtain  "the  voluntary  cooperation  of  the  majority  of 
mine  owners.  If  25  cents  were  fixed  he  assured  the  War  Industries  Board  that  he 
and  the  other  copper  producers  present  would  obtain  all  the  copper  of  the  country 
voluntarily  from  all  producers  and  that  he  would  see  to  it  that  the  copper  was 
properly  distributed  and  the  price  controlled. 

This  would  likewise  cover  the  300,000,000  pounds*  produced  outside  of  the 
United  States. 

Those  are  the  two  passages  that  gave  rise  to  the  controversy.  Then 
I  wish  to  amplify  or  to  put  into  the  record  a  complete  statistical 
statement  of  the  price  history  of  copper  as  opposed  to  all  commodities, 
and  as  compared  with  that  of  nonferrous  metals  generally,  utilizing 
1926  as  a  base,  which  is  generally  utilized  as  a  base  at  the  present 
time.  We  find  that  general  prices  in  1918  reached  a  level  of  131.3, 
whereas  electrolytic  copper  prices  were  at  a  level  of  178.8. 

I  want  to  point  out  that  Mr.  Kelley's  statement  this  morning  is 
completely  accurate,  that  the  rate  of  rise  from  i913  to  1918  was  not 
as  great  for  copper  as  it  was  for  commodities  in  general.  That,  of 
course,  leaves  open  to  question  whether  utilizing  1913  as  a  base  is 
justifiable. 

The  Chairman.  The  price  of  copper  was  grerter  in  1917  than  it 
was  in  1918? 

Dr.  Kreps.  Yes;  that  is  also  true. 

The  Chairman.  The  price  was  fixed  by  the  War  Industries  Board 
in  September  of  1917,  was  it  not? 

Dr.  Kreps.  Of  1918. 

The  Chairman.  Of  1918,  was  it? 

Dr.  Kreps.  No;  September  '17,  that  is  right. 

The  Chairman.  So  that  the  figures  which  you  have  just  read  indi- 
cate that  they  reflect  a  reduction  in  the  price;  the  price  of  copper  was 
higher  from  the  outbreak  of  the  war,  or  at  least  gradually  rose  from 
the  outbreak  of  the  war  until  in  September  1917,  it  was  pegged.  Isn't 
that  right? 

Dr.  Kreps.  That  is  right.  That  gives  the  complete  statistical 
picture. 

The  Chairman.  This  table  which  you  have  in  your  hand  was 
prepared  by  whom? 

Dr.  Kreps.  Prepared  by  the  staff  of  the  committee  from  the  figures 
of  the  United  States  Bureau  of  Labor  Statistics. 

The  Chairman.  Have  you  shown  it  to  Mr.  Kelley? 

Dr.  Kreps.  I  am  sure  Mr.  Kelley  has  seen  it. 

Mr.  Kelley.  I  don't  think  that  we  have  seen  this  but  I  don't  doubt 
its  accuracy. 

The  Chairman.  These  compilations,  of  course,  from  the  United 
States  Bureau  of  Labor  Statistics  are  generally  accurate.  The  table 
may  be  entered  as  part  of  the  record. 

Mr.  ScoLL.  May  it  be  marked  as  "Exhibit  2097." 

(The  table  referred  to  was  marked  "Exhibit  No.  2097"  and  is 
included  in  the  appendix  on  p.  13392). 
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TESTIMONY  OF  CORNELIUS  F.  KELLEY,  PRESIDENT,  ANACONDA 
COPPER  MINING  CO.,  NEW  YORK,  N.  Y.— Resumed 

The  Chairman.  Will  you  proceed  with  the  examination,  ^^r'.  Scoll? 

Mr.  Scoll.  One  final  brief  question  on  the  Copper  Producers  Com- 
mittee. The  records  of  the  committee  were  turned  over  to  the  Copper 
Export  Association,  were  they  not? 

Mr.  Kelley.  That  I  do  not  know.  The  Copper  Producers  Com- 
mittee? 

Mr.  Scoll.  Yes. 

Mr.  Kelley.  I  have  no  information,  at  least  I  don't  recollect. 

Mr.  Scoll.  In  1918,  the  Copper  Export  Association  was  formed, 
and  I  would  like  to  ask  you  some  questions  about  that  association. 
It  was,  I  believe,  a  Webb-Pomerene  Corporation. 

Mr.  Kelley.  That  is  right.  May  I,  before  we  close  the  producers 
part  of  the  story,  with  the  permission 

The  Chairman  (interposing).  Do  you  mean  clearing  up  the  record 
under  the  old  War  Industries  Board  situation? 

Mr.  Kelley.  I  just  want  one  more  thing  to  go  into  the  record, 
which  I  will  read  if  the  committee  desires,  or  if  the  committee  prefers 
I  will  merely  submit  it.  It  is  the  final  testimonial  of  the  President  of 
the  United  States,  Woodrow  Wilson,  written  on  March  1,  1921  just 
before,  as  I  remember  it,  his  administration  terminated. 

The  Chairman.  If  you  desire  to  put  it  in,  it  is  quite  agreeable  to  us, 
M;-.  Kelley. 

Mr.  Kelley.  May  I  read  it,  or  just  offer  it?  I  would  hke  to  read  an 
excerpt  from  it. 

The  Chairman.  Very  well,  do  that  and  print  it  in  whole.  The 
truth  of  the  matter  is,  I  think  this  controversy  is  just  a  Uttle  bit 
irrelevant  to  our  objectives^  but  inasmuch  as  you  have  opened  it 
I  am  very  glad  to  have  it  covered  fully,  but  briefly. 

Mr.  Kelley.  The  summation  of  this  letter,  the  letter  itself,  was 
the  result  of  certain  attacks  that  were  made  after  the  war  in  the  House 
of  Representatives. 

The  Chairman.  May  I  interrupt  you  to  s&j,  I  am  cognizant  of  the 
/act  always  that  the  representatives  of  any  mdustry  who  are  called 
before  this  committee  begin  by  feeling  that  they  are  under  attack 
from  this  committee  or  its  agents.  From-  the  very  outset  of  our 
proceeding  the  chairman  and  various  members  of  the  committee  have 
tried  to  make  it  plain  that  they  are  not  attacking  anybody  or  any 
industry,  and  that  they  are  not  investigating  anybody  with  any 
punitive  intent,  but  that  the  committee  is  engaged  exclusively  upon 
an  effort  to  find  out  more  about  the  economic  machine  than  apparently 
ifi  known  either  by  the  leaders  in  government  or  the  leaders  in  industry. 

Mr.  Kelley.  Thank  you.  Senator  O'Mahoney,  and  I  want  to  assure 
yovi  that  the  attitude  of  yourself  and  your  colleagues  has  more  than 
given  me  assurance  of  the  sincerity  of  purpose  as  stated  by  you,  and 
I  want  to  take  this  occasion  also  to  say  that  the  gentlemen  representing 
the  comriiittee  who  have  made  the  study  in  cooperation  with  the 
industry — I  refer  to  Mr.  Scoll,  Mr.  Moment,  Mr.  Sheehy — couTdn't 
have  been  more  courteous  or  more  cooperative.  We  have  no  feeling 
that  we  are  here  on  trial  at  all.  Our  purpose  is  to  do  what  we  can  to 
belp  you  and  ourselves. 
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The  Chairman.  We  appreciate  that  fact.  Now  you  may  proceed 
to  read  the  extract. 

^  Mr.  Kelley.  This  letter  was  addressed  by  Woodrow  Wilson  to 
Mr.  Garrett,  who  I  believe  at  that  time  was'a  Representative  from 
Tennessee  and  chairman  of  either  the  House  Rules  Committee  or  the 
Judiciary  Committee,  and  in  it  the  President  resented  the  attacks 
that  had  been  made  upon  Mr.  Baruch,  upon  Mr.  Ryan,  who  was 
representing  the  copper  industry,  and  made  very  clear  that  it  was  be 
who,  acting  upon  the  recommendations  of  the  War  Industries  Board, 
had  fixed  the  price  of  copper,  and,  as  I  interpret  the  letter,  which 
speaks  for  itself,  he  paid  a  very  high  tribute  to  the  patriotism,  the 
loyalty  of  the  industry,  and  these  gentlemen,  and  I  think  it  might 
properly  become  a  part  of  the  record. 

The  Chairman.  There  being  no  objection,  it  is  so  ordered. 

(The  letter  referred  to  was  marked  "Exhibit  No.  2098"  and  is 
included  in  the  appendix  on  p.  13393.) 

Mr.  ScoLL.  Now,  Mr.  Kelley,  I  show  you  a  list  of  officers  of  the 
Copper  Export  Association,  Inc.,  which  I  beheve  was  prepared  by 
Mr.  Eckert  of  the  Copper  Institute. 

Mr.  Kelley.  This  list,  according  to  my  recollection,  correctly 
states  the  fact. 

Mr.  ScoLL.  It  shows  that  the  executive  committee  was  composed 
of  Mr.  Simon  Guggenheim  of  the  American  Smelting  &  Refining  Co. ; 
Mr.  John  D.  Ryan  of  the  Anaconda  Copper  Mining  Co.;  Mr.  Walter 
Douglas,  Phelps  Dodge  Corporation;  Mr.  -R.  L.  Agassiz  of  the 
Calumet  &  Hecla  Copper  Co. ;  Mr.  James  McLean  of  the  Phelps  Dodge 
Corporation;  Mr.  Murry  Guggenheim  of  the  Kennecott  Copper 
Corporation;  Mr.  C.  F.  Kelley  of  the  Anaconda  Copper  Mining  Co^; 
Mr.  James  MacNaughton  of  the  Calumet  &  Heda  Copper  Co. ;  Mr. 
Adolph  Lewisohn  of  the  Miami  Copper  Co.;  and  Mr.  William  A. 
Clark  of  the  United  Verde  Copper  Co. 

These  gentlemen  represented,  did  they  not,  the  principal  copper 
producers  at  that  time? 

Mr.  Kelley.  Yes,  sir. 

Mr.  ScoLL.  I  would  like  to  offer  this  list  for  the  record. 

The  Chairman.  It  may  be  received. 

(The  list  referred  to  was  marked  "Exhibit  No.  2099"  and  is  included 
in  the  appendix  on  p.  13394.) 

the  coppcr  industry's  part  in  securing  passage  of  the  webb- 

pomerene  act 

Mr.  ScoLL.  Now,  Mr.  Kelley,  will  you  tell  the  committee  what 
part  the  copper  people  played  in  securing  the  passage  of  the  Webb- 
Pomerene  Act,  and  begin,  if  you  will,  before  the  war. 

The  Chairman.  Let  me  interrupt  to  ask  the  counsel  of  the  commit- 
tee if  the  Copper  Export  Association,  Inc.,  was  an  association  organized 
under  the  Webb-Pomerene  Act? 

Mr.  ScoLL.  It  was. 

(The  previous  question  was  read.) 

Mr.  Kelley.  I  suppose  that  your  question  calls  for  an  explanation 
of  the  situation  that  led  up  to  our  effort. 

Mr.  ScoLL.  Yes. 
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Mr.  Kelley.  Well,  gentlemen,  for  many- years,  the  United  States, 
being  at  that  time  the  principal  producer  of  copper  in  the  world,  held 
a  very  important  position  in  the  export  markets  of  the  world.  For 
many  years,  the  United  States  had  increased  its  production  until 
about  60  percent  of  the  entire  copper  production  of  the  world  was 
made  here. 

Mr.  ScoLL.  What  period  are  you  referring  to  now? 

Mr.  Kelley.  I  am  referring  to  the  pre-war  period  beginning  at 
about  the  beginning  of  the  present  century,  and  continuing  down  to 
the  war.  At  that  time,  roughly  50  to  55  percent  of  the  total  produc- 
tion of  copper  went  into  export  markets.  At  that  time,  also,  the  export 
markets,  so  far  as  the  purchasing  of  copper  was  concerned,  were  largely 
in  the  hands  of  very  important  groups  of  metal  dealers  that  had  grown 
up  and  become  important  with  the  development  of  the  metal  industry. 

That  situation  arose  from  the  fact  that  there  was  very  Uttle  if  any 
integration  in  the  mining  industry  during  its  early  developmeni,  and 
the  miners  in  the  West  knew  practically  nothing  about  the  commercial 
end  of  the  business.  These  very  large  firms  that  existed  in  Europe, 
like  the  Metallgesellschaft,  Borsonheimer,  Aron  Hirsch  &  Son,  and 
Henry  Merton,  bought  the  metal  in  tremendous  quantities,  and  they 
in  turn  acted  as  distributors  to  the  consumers  and  the  manufacturers. 
There  was  httle  if  any  contact  between  the  American  production  and 
the  consumers  in  Europe,  and  as  Dr.  Kreps  no  doubt  can  verify,  there 
were  not  only  cartels — if  you  wish  to  apply  the  term  as  broadly  as  he 
did — in  production,  selhng,  and  distribution,  but  there  were  also  cartels 
or  the  equivalent  of  cartels  in  buying. 

It  was  the  history  of  the  industry  that  the  American  producer,  due 
to  the  magnitude  and  the  concentration  of  foreign  buying,  was  con- 
tinually receiving  less  for  his  product  when  sold  in  export  markets 
than  he  was  realizing  at  home,  and  consequently  the  copper  industry 
early  took  a  position 

The  Chairman.  That  is  a  very  interesting  statement  that  you  have 
just  made,  Mr.  Kelley,  and  I  am  interrupting  you  in  order  to  em- 
phasize the  statement  and  to  get  its  imphcations  clear.  As  I  under- 
stand you,  you  say  that  because  of  the  magnitude  and  the  concentra- 
tion of  the  foreign  producers  of  copper. 

Mr.  Kelley.  The  foreign  purchasers. 

The  Chairman.  The  foreign  purchasers  of  copper? 

Mr.  Kelley.  The  buyers. 

The  Chairman.  The  American  producer  was  getting  a  small  price? 

Mr.  Kelley,  He  was  getting  a  lower  price. 

The  Chairman.  A  lower  price  than  he  felt  he  was  entitled  to  receive? 

Mr.  Kelley.  And  a  lower  price  than  he  was  receiving  at  home. 

The  Chairman.  In  other  words  magnitude  and  concentration 
among  the  purchasers  had  the  effect  of  driving  down  the  price  which 
the  American  producer  ielt'  he  ought  to  have? 

Mr.  Kelley.  Right. 

The  Chairman.  And  of  course  large  units  like  your  own  in  the 
United  States  were  among  those  who  felt  that  the  price  was  too  low? 

Mr.  Kelley.  We  felt  that  we  should  receive  at  least  as  much 
money  for  our  copper  sold  abroad,  when  we  were  disposing  of  a  natural 
resource  of  the  United  States,  as  our  American  customers  paid  us. 

The  Chairman.  In  other  words,  the  Anaconda  Co.,  which  itself  is 
an  institution  of  some  magnitude,  was  feeling  adversely  the  effect  of 
magnitiMie  and  concentration  among  European  buyers? 
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Mr.  Kelley.  That  is  right.  Consequently  an  effort  was  begun 
as  early — my  recollection  is  it  was  during  the  Taft  administration — 
when  I  discussed  this  situation  with  the  then  Attorney  General,  Mr. 
Wickersham,  and  supported  it  with  statistics.  About  that  time,  or  a 
little  later,  the  Clayton  Antitrust  Act  was  before  Congress  for  hearmg, 
and  my  recollection  is  that  at  the  hearing  of  the  Clayton  Antitrust 
Act,  Mr.  Ryan,  my  predecessor,  represented  the  Anaconda  Co.  and 
other  producers  of  copper,  and  appeared  and  testified  to  the  fact 
that  I  have  just  stated,  in  support  of  the  proposition  that  the  restric- 
tions of  our  Antitrust  Act  should  be  so  modified  as  to  enable  exporters, 
not  only  of  copper,  but  of  all  products,  to  combine  in  order  to  match 
the  combined  buying  power  that  they  were  up  against  on  the  other 
side. 

No  such  exception  was  made  in  the  Clayton  Act  and  consequently 
the  movement  started,  initiated  by  an  organization  of  which  Mr. 
James  A.  Farrell  has  been  the  head,  called  the  Foreign  Trade  Council, 
to  bring  this  situation  to  the  attention  of  Congress  and  the  other 
governmental  authorities.  The  result  was  an  agitation  that  finally 
resulted  in  the  passage  of  the  so-called  Webb-Pomerene  Act. 

Mr.  ScoLL.  May  I  interrupt  for  just  a  moment  there,  Mr.  Kelley? 
Were  the  copper  people  the  leaders  in  advocating  the  passage  of  the 
Webb-Pomerene  ? 

Mr.  Kelley.  I  wouldn't  say  that  they  were  the  leaders;  we  were 
among  the  groups.  There  were  other  groups  than  copper  that  were 
affected;  we  were  one.  of  the  groups. 

Mr.  ScoLL.  How  early  did  copper  become  interested? 

Mr.  Kelley.  Copper  became  interested,  well,  I  think  when  Mr. 
Ryan  and  I  got  into  the  business  and  definitely  ascertained  what,  was 
going  on.  As  a  matter  of  fact,  we  were  the  first  company,  I  think,  that 
established  our  own  sales  agency  in  Europe. 

Mr.  Scoll.  That  would  have  been  around  the  turn  of  the  century? 

Mr.  Kelley.  No;  I  think  that  was  about  1909  or  '10,  somewhere 
along  there. 

Mr.  Scoll.  Mr.  Ryan,  I  beUeve  you  mentioned,  appeared  before 
various  committees,  and  I  would  like  to  supplement  what  you  have 
just  stated  with  some  of  Mr.  Ryan's  remarks  to  these  committees,  if 
I  may.  At  the  hearings  before  the  House  Judiciary  Committee  on 
the  Clayton  Act,  February  9,  1914,  Sixty-third  Congress,  second 
session,  which  was  reported  in  Trust  Legislation,  volume  I,  serial  7, 
part  11,  page  435,  Mr.  Ryan  said: 

I  tRink  that  sound,  sensible  economics  will  prove  to  anybody  who  looks  them 
squarely  in  the  face  that  we  want  to  take  off  all  restraint  and  absolutely  all  the 
ties,  bonds,  and  fetters  from  American  producers  or  manufacturers  in  jtheir  foreign 
trade.  I  say  you  should  go  so  far  as  not  only  to  permit,  but  to  encourage,  corn- 
binations,  agreements,  understandings,  or  anything  else  on  business  that  is 
exclusively  export  business. 

Further  along,  in  the  same  volume,  the  same  page,  Mr.  Ryan  said: 

We  produce  in  this  country  75  per  cent  of  tl"  e  copper  of  the  world,  and  we  sell 
55  per  cent  of  all  we  produce  in  an  unmanufactured  form  to  the  rest  of  the  world 
to  manufacture  and  put  in  shape  for  the  markets  of  the  world.  When  we  sell, 
that  copper  in  Europe — to  Germany,  Engjand,  and  France — we  have  to  sell  it 
to  coinbined  buyers.  Repeatedly  and  regularly  the  dealers  or  consumers  of 
Europe  have  combined  to  force  the  American  manufacturers  of  cc^per  to  unload, 
expecially  at  times  when ,  business  conditions  were  not  good  and  when  a  BurpUw 
was  accumulating.  At  those  times  they  have  almost  named  their  own  price,  and 
the  result  has  been  that  on  a  business  of  $850,000,000  in  raw  copper  in  14  years. 
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from  1901  to  1913,  inclusive,  $450,000,000  of  it  was  done  with  foreign  countries, 
mostly  in  Europe,  at  a  sacrifice  of  half  a  cent  a  pound  as  against  the  price  secured 
in  the  sale  of  the  product  to  domestic  manufacturers.  I  am  speaking  now  of  our 
own  business. 

For  the  committee's  information,  I  should  like  to  cite  into  the  record 
certain  other  testimony  of  Mr.  Ryan  to  the  same  general  effect.  I 
think  it  is  unnecessary  to  take  the  time  to  read  the  excerpts.  That 
testimony  was  by  Mr,  Ryan  at  hearings  before  the  Federal  Trade 
Commission,  which  is  reported  in  Federal  Trade  Commission  hearings 
in  re  Foreign  Trade  Extensions,  New  York,  June  3  and  4, 1915,  volume 
II,  pages  90  to  112.  It  is  interesting  to  note  that  when  the  Federal 
Trade  Commission  made  its  report  on  cooperation  in  American  export 
trade,  which  I  beUeve  was  at  least  partly  the  basip  for  the  Webb- 
Pomerene  Act,  the  Federal  Trade  Commission  stated  (and  this  state^ 
ment  may  be  found  in  the  volume  entitled  "Report  on  Cooperation 
in  American  Export  Trade,  pt.  1,  1916,  p.  7,  published  by  the  Federal 
Trade  Commisslbn): 

For  years  the  copper  trade  of  the  world  has  been  ruled  by  a  vast  German 
metal-buying  organization  centering  in  the  Metallbank  und  Metallurgische 
Gesellschaft  A,  G.,  of  Frankfort  on  the  Main.  This  combination  has  subsidiary 
and  affiliated  companies  in  Germany,  England,  France,  Spain,  Switzerland, 
Belgium,  Africa,  and  Australia,  controls  copper  and  lead  mines  and  smelters  in 
the  United  States,  Mexico,  and  other  countries,  and  works  in  agreement  with 
other  German  metal-buying  concerns. 

The  record,  I  think,  should  also  note  that  the  Webb-Pomerene  Act 
was  passed  and  approved  April  10,  1918. 

At  this  point  I  should  like  to  introduce  a  chart  entitled  "World 
Summary  of  Copper,  1912-39." 

The  Chairman.  Before  you  present  that,  let  me  ask  Mr.  KeUey 
to  name  some  of  the  other  principal  groups  which  cooperated  in 
urging  the  passage  of  the  Webb-Pomerene  Act. 

Mr.  Kelley.  My  recollection  is  the  steel  industry  was  one.  I 
think  the  cotton  industry  was  one  of  the  groups  that  were  largely 
interested  in  exports. 

The  Chairman.  And  did  Mr.  Ryan  correctly  summarize  the  atti- 
tude of  the  spokesmen  for  these  groups  in  urging  that  act? 

Mr.  Kelley.  I  think  so,  and  I  think  he  wasn't  the  only  witness; 
there  were  many  others  that  appeared,  but  he  accurately  summarized 
thiis  situation  so  far  as  it  affected  copper. 

The  Chairman.  In  other  words,  the  feeling  of  the  leaders  of  Ameri- 
can industry  who  were  urging  upon  Congress  the  enactment  of  this 
law  was  that  the  restrictions  which  are  contained  in  the  Sherman 
Anti-Trust  Law  and  in  the  Clayton  Act  intended  to  prohibit  what 
are  called  combinations  in  restraint  of  trade,  or  trusts,  should  be 
ameliorated  so  far  as  foreign  trade  is  concerned. 

Mr.  Kelley.  That  is  correct. 

The  Chairman.  In  other  words,  it  was  the  desire  of  the  spokesman 
of  the  copper  industry  and  of  these  other  industries  who  urged  this 
act  upon  Congress,  that  these  combinations  which  are  prohibited  by 
law  within  the  United  States,  should  be  permitted  so  far  as  foreign 
export  trade  is  concerned. 

Mr.  Kelley.  Yes,  Senator;  within  the  limitations  of  the  act  itself. 

The  Chairman.  Yes. 

Mr.  Kelley.  Which  provided  that  there  should  be  no  combinations 
or  conspiracies  whipb  would  intentionally  or  artificially  affect  the 
domestic  price. 
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The  Chairman.  Yes;  and  of  course  when  Congress  passed  the  act 
and  when  the  President  signed  it,  that  was  a  declaration  that  the 
legislative  and  executive  branches  of  the  Government  concurred  in 
that  opinion. 

Mr.  Kelley.  Correct. 

Senator  King.  May  I  make  one  observation,  having  taken  some 
little  part  in  the  formulation  of  the  Webb-Pomerene  Act?  There  was 
a  growing  feeling  upon  the  part  of  the  American  people — those  in  au- 
thority, executive  and  legislative  branches  of  the  Government  as  well 
as  those  in  business — that  we  were  being  subjected  to  a  good  deal  of 
competition  in  foreign  countries  by  foreign  countries  so  that  our  trade 
and  commerce,  our  export  trade,  would  be  materially  reduced  unless 
we  could  in  some  way  counteract  the  forces  which  were  being  mar- 
shaled against  us.  Therefore  it  was  believed  by  those  in  Congress, 
as  well  as  the  public  generally,  that  there  should  be — using  the  lan- 
guage of  my  friend,  the  chairman — some  mitigation  of  the  provisions 
of  the  Sherman  antitrust  law  so  far  as  our  foreign  trade  and  commerce 
was  concerned,  and  the  formulation  of  organizations  that  would  engage 
in  foreign  trade  and  commerce. 

The  Chairman.  To  summarize  it  in  a  different  way,  perhaps  it 
might  be  proper  to  say  that  because  American  exporters,  as  iu  the  case 
of  copper,  had  found  that  they  were  not  getting  the  price  they  felt 
they  should  get  because  of  the  magnitude  and  concentration  of  foreign 
purchases,  they  came  to  the  conclusion  that  some  similar  concentration 
should  be  permitted  among  our  exporters  in  order  to  enable  them  to 
more  effectively  combat  the  foreign  group. 

Mr.  Kelley.  May  I  answer  that  question  by  quoting  from  the 
findings  of  the  Commission  itself,  with  which  the  Senator  from  Utah 
is  entirely  familiar?  I  remember  you  had  something  to  do  with  it. 
The  Commission  found: 

(1)  That  other  nations  have  marked  advanttiges  in  foreign  trade  from  superior 
facilities  and  more  effective  organizations. 

(2)  That  doubt  and  fear  as  to  legal  restrictions  prevent  Americans  from  devel- 
oping equally  effective  organizations  for  overseas  business  and  that  the  foreign 
trade  of  American  manufacturers  and  producers,  particularly  the  smaller  concerns, 
suffers  in  consequence. 

The  Commission  appreciates  the  importance  of  foreign  trade  and  realizes  the 
need  of  enabling  American  exporters  to  meet  foreign  competitors  on  more  nearly 
equal  terms  in  international  commerce.  It  therefore  recommends  as  one  of  the 
necessary  steps  the  clarification  of  the  law  so  as  to  permit  cooperation  among 
Americans  for  export  trade. 

The  Chairman.  That  is  the  Federal  Trade  Commission  from  which 
you  are  quoting? 

Mr.  Kelley.  That  is  the  findings  of  the  Federal  Trade  Commission 
in  its  report  entitled,  "Cooperation  in  American  Export  Trade." 

The  Chairman.  Do  you  remember  the  date  of  it? 

Mr.  Henry  J.  Wolff  (counsel,  Anaconda  Copper  Mining  Co.). 
From  the  same  report  from  which  Mr.  Scoll  read. 

Mr.  Kelley.  June  30,  1916. 

The  Chairman.  Proceed,  Mr.  Scoll. 

Mr.  Scoll.  At  this  time  I  should  like  to  introduce  a  chart  and  sup- 
porting data  entitled,  "World  Summary  of  Copper,  1912-39."  This 
chart  was  prepared  by  the  staff  of  the  committee  on  information  from 
the  Engineering  and  Mining  Journal  as  to  figures  for  prices;  figures 
for  production  and  consumption  from  the  American  Bureau  of  Metal 
Statistics;  figures  for  stocks  from  the  United  States  Bureau  of  Mines. 
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The  Chairman.  Without  objection,  they  may  be  received. 

(The  chart  and  supporting  tables  referred  to  were  marked  "Exhibit 
No.  2100"  and  are  included  in  the  appendix  on  p.  13394.) 

Mr.  ScoLL.  I  would  hke  to  comment  very  briefly  on  it  by  way  of 
interpretation.  We  are  introducing  this  chart  at  this  time  because  it 
covers  the  major  episodes  of  cooperation  in  the  copper  industry  that 
we  are  discussing.  From  time  to  time  it  will  be  referred  to  as  we  pro- 
ceed. We  have  already  referred  to  the  episode  which  is  indicated  by 
the  bracket  over  1917  to  1918. 

COPPER    EXPORT   ASSOCIATION,    1919-1923 

Mr.  Kelley,  I  believe  at  the  end  of  the  war  the  copper  producers  had 
a  lot  of  excess  copper  on  their  hands,  did  they  not? 

Mr.  Kelley.  They  did. 

Mr.  ScoLL.  And  when  the  armistice  was  declared  the  industry, 
I  believe,  was  operating  at  full  capacity. 

Mr.  Kelley.  That  is  true. 

Mr.  Scoll.  Now,  this  excess  copper  included  not  only  copper  in 
the  hands  of  the  producers,  but  it  included  stocks  that  were  held  by 
the  Government? 

Mr.  Kelley.  Correct. 

Mr.  Scoll.  And  an  indeterminate  amount  of  copper  in  the  form 
of  battlefield  scrap.     Is  that  correct? 

Mr.  Kelley.  Yes,  sir. 

Mr.  Scoll.  So  you  would  say  when  the  Copper  Export  Association 
was  launched  there  was  a  tremendous  oversupply  of  copper  on  hand 
both  in  this  country  and  abroad? 

Mr.  Kelley.  That  is  right. 

Mr.  Scoll.  Now,  is  that  situation  related  in  any  way  to  the  fact 
that  there  were  no  quotations  of  copper  prices  at  the  end  of  1918? 

Mr.  Kelley.  That  situation  was  involved  in  the  fact  that  there  were 
no  quotations  at  the  end  of  1918;  but  may  I  explain? 

Mr.  Scoll.  If  you  will,  briefly. 

Mr.  Kelley.  Immediately  after  the  armistice,  the  copper  industry 
was  called  to  Washington — the  representatives. 

Mr.  Scoll.  Mr.  Kelley,  I  was  going  to  come  to  that. 

Mr.  Kelley.  I  would  like,  if  it  meets  with  your  approval — I  have 
the  exact  figures  on  that  stock  of  copper  as  it  existed  January  1,  1919, 
which  shows  a  total  of  2,278,000,000  pounds  on  hand  January  1. 

Mr.  Scoll.  What  is  the  source  of  those  statistics? 

Mr.  Kelley.  The  source  of  the  statistics  is,  I  think  they  were 
compiled  from  authoritative  data. 

Mr.  ScoWi.  May  I  see  it? 

Mr.  Kelley.  Surely. 

Mr.  Scoll.  WiU  you  submit  these  statistics  as  being  compiled  by 
the  Anaconda  Copper  Co.  or  the  Copper  Institute? 

Mr.  Kelley.  They  were  compiled  in  connection  with  an  article 
that  I  prepared  and  that  was  published  subsequently,  and  they  em- 
bodied figures  that  we  obtained  when  we  made  the  investigation 
in  Europe  immediately  after  the  war. 

Mr.  Scoll.  I  was  going  to  get  to  the  investigation  a  little  later. 
Would  you  want  to  introduce  it  now? 
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Mr.  Kelley.  Just  in  answer  to  your  question,  I  would  give  these 
figures  without  comment.  We  estimated  that  on  January  1,  1919, 
which  was  immediately  after  the  armistice,  the  producers  had  in 
crude,  process  and  refined  copper  about  839,000,000  pounds.  The 
governments,  which  naturally  had  overbought  during  the  period  of 
hostilities,  had  630,000,000  pounds,  and  there  was  in  scrap  and 
brass  808,000,000  pounds,  or  a  total  of  about  2,200,000,000  pounds 
of  copper. 

Senator  King.  So  that  the  Government  was  a  potential  vendor — 
seller  of  copper — in  that  situation. 

Mr.  Kelley.  It  was,  and  as  you  remember,  if  I  may  answer 
your  question,  immediately  after  the  armistice  we  took  up  the 
question  of  the  disposal  of  the  stock  of  copper  which  the  Government 
had  acquired  with  the  Council  of  Defense  which  consisted  of  five 
members  of  the  Cabinet;  and  under  the  direction  of  Mr.  Baker, 
Secretaiy  of  War,  and  Mr.  Daniels,  Secretary  of  the  Navy,  we  worked 
out  a  program  of  liquidation  imder  which  the  Government  agreed 
to  liquidate  its  stoclc  with  the  producers'  stock.  We  allocated  to  all 
sales  made,  two-fifths  to  the  Government,  as  I  recall,  in  order  that  that 
stock  might  be  Uquidated  in  an  orderly  manner  instead  of  being 
dumped.  We  tried  to  do  the  same  thing  with  the  Governments  of 
Great  Britain  and  France,  but  as  those  Governments  assured  us  that 
they  wished  to  hold  their  stocks,  we  were  unsuccessful. 

Senator  King.  Do  you  recall  we  had  a  similar  situation  with  respect 
to  wool  stocks,  and  Great  Britain  had  a  very  large  surplus,  as  did  some 
of  the  other  belligerents,  and  the  result  was  that  the  accumulation 
here  by  the  Government  and  by  individuals  caused  the  price  of  wool 
to  go  down  almost  to  a  vanishing  point.  We  attempted  to  negotiate 
with  Great  Britain  and  other  countries  with  a  view  to  proper  liqui- 
dation of  the  stocks  without  destroying  the  market  completely. 

Mr.  ScoLL.  I  believe  you  have  before  you,  Mr.  Kelley,  a  copy  of  a 
letter  to  the  Attorney  General  of  the  United  States,  dated  January  13, 
1919,  from  Gilbert  Montague,  which  transmits  a  letter  of  January  13, 
1919,  from  the  Copper  Export  Association,  to  various  members  of  the 
copper  iudustry,  signed  by  Mr.  John  D.  Ryan,  the  president. 

Mr.  Kelley.  I  have  such  a  copy. 

Mr.  ScoLL.  That  was  the  letter — the  Ryan  letter — was  the  letter 
that  was  sent  to  various  members  of  the  iudustry,  was  it  not? 

Mr.  Kelley.  That  is  right. 

Mr.  ScoLL.  And  Mr.  Gilbert  Montague  was  counsel  for  the  Copper 
Export  Association  at  that  time? 

Mr.  Kelley.  Correct. 

Mr.  ScoLL.  I  would  Uke  to  read,  if  the  committee  will  permit  me 
to  do  so,  a  brief  portion  of  that  letter. 

After  conference  among  a  number  of  producers,  a  plan  has  been  agreed  upon, 
resulting  in  the  formation,  under  the  laws  of  Delaware,  of  a  corporation  known 
as  Copper  Export  Association,  Inc.,  which  will  act  as  exclusive  agent  for  the  sale 
of  export  copper  for  such  producers  or  operators  who  sell  or  control  the  sale  of 
export  copper  from  the  United  States  as  may  care  to  become  members.  As  such 
agent,  the  Association  proposes  to  procure  orders  for  export  copper  at  prices 
named  by  the  Association,  to  allot  such  orders  among  the  members  pro  rata 
according  to  the  amount  of  copper  each  member  has  available  for  export,  to 
average  the  prices  monthly  to  each  member  so  that  each  member  will  secure  for 
his  export  copper  every  month  the  same  price  as  every  other  member  and  at  the 
same  time  to  leave  each  member  free  to  sell,  ship,  and  bill  his  export  copper  direct 
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to  the  foreign  purchaser  and  to  maintain,  if  he  so  desires,  his  own  selling  repre- 
sentatives abroad,  subject  always  to  the  foregoing  provisions  in  respect  of  appor- 
tioning orders  and  averaging  prices.  For  greater  certainty,  reference  is  hereby 
made  to  the  Agency  Agreement  herewith  enclosed. 

We  will  get  to  the  agency  agreement  later. 

The  portion  I  read  briefly  summarizes  the  form  of  organization 
which  it  was  proposed  to  form,  does  it  not? 

Mr.  Kelley.  It  does,  I  think,  except  as  a  matter  of  fact,  a  matter  of 
practice,  joint  agencies  or  agencies  acting  for  all  of  the  members 
actually  matured  abroad  as  the  result  of  our  trip,  instead  of  a  separate 
agency. 

Mr.  ScoLL.  What  this  letter  represents  is  the  proposal  and  the  plan 
at  that  time. 

Mr.  Kelley.  That  is  right. 

Mr.  ScoLL.  It  was  what  was  intended  at  the  beginning. 

Mr.  Kelley.  That  is  right. 

Mr.  ScoLL.  May  I  offer  these  for  the  record? 

The  Chairman.  The  letters  may  be  received.    . 

(The  letters  referred  to  were  marked  "Exhibit  No.  2101"  and  are 
included  in  the  appendix  on  p.  13400.) 

Mr.  ScoLL.  Now,  in  connection  with  the  formation  of  the  Copper 
Export  Association,  a  committee  was  sent  to  Europe,  was  it  not? 

Mr.  Kelley.  Correct. 

Mr.  ScoLL.  And  you  were  a  member  of  that  committee? 

Mr.  Kelley.  I  was. 

Mr.  ScoLL.  And  the  purposes  of  the  committee  are  contained,  I 
believe,  in  a  report  to  the  executive  committee,  with  which  you  are 
familiar.  To  save  time,  I  will  summarize  it.  Correct  me  if  I  am 
wrong  in  any  detail. 

First,  to  investigate  the  form  of  organization  which  should  be 
adopted  by  the  association  for  each  country.     Is  that  correct? 

Mr.  Kelley.  Right. 

Mr.  ScoLL.  Then  to  ascertain  as  far  as  possible  the  condition  of 
industry  in  each  country,  the  stock  of  metal  on  hand,  and  the  prospects 
of  the  approximate  future  with  reference  to  metal  requirements? 

Mr.  Kelley.  Yes. 

Mr.  ScoLL.  And  third,  to  effect  some  equitable  arrangement  under 
which  existing  metal  stocks,  more  particularly  in  England  and  France, 
might  be  pooled  either  together  or  separately  with  stocks  held  by 
American  producers  with  a  view  of  liquidating  the  very  large  existing 
surplus  in  such  a  manner  as  to  cause  as  little  loss  as  possible,  and 
under  conditions  as  favorable  to  a  continuation  of  curtailed  current 
production  as  it  might  be  possible  to  work  out.  Those  were  generally 
the  aims  of  the  committee? 

Mr.  Kelley.  Yes,  sir. 

Mr.  ScoLL.  Now,  in  other  words,  the  copper  producers  were  con- 
cerned primarily  with  forming  an  association  to  reheve  the  excess 
copper  stock  situation,  as  well  as  the  price  differential  which  you 
talked  about  before.     Is  that  correct? 

Mr.  Kelley.  Yes.  At  that  particular  time,  too,  you  omit  a  very 
important  thing,  and  that  was  the  effort  which  the  industry  was 
making  to  continue  production  and  employ  as  many  people  as  possible 
in  the  communities  that  needed  it. 

Mr.  ScoLL.  This  was  in  early  1919? 
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Mr.  Kelley.  This  was  in  early  1919,  and  I  think  you  intend  to 
refer  to  that. 

Mr.  ScoLL.  What  did  the  committee  learn  and  what  action  was 
based  on  its  report? 

Mr.  Kelley.  Well,  summarized  very  generally,  the  conmiittee 
learned  that  the  governments,  the  allied  governments,  had  tremen- 
dously overbought  their  requirements.  They  learned  that  in  the 
haste  and  drive  of  manufacture  for  war  purposes,  scrap  had  not  been 
utilized  as  it  would  under  ordinary  conditions,  and  that  as  a  result  of 
that  there  was  impending  over  the  market  a  tremendous  quantity  of 
copper. 

We  afterward  estunated  that  at  about  two  billion — more  than  two 
biUion — pounds.  We  also  ascertained  and  recommended  to  the 
organization  the  best  set-up  of  the  agencies  for  the  different  countries 
taking  into  consideration  the  laws  of  each  country,  and  the  character 
of  organization  that  would  best  fit  the  different  nationals. 

Mr.  ScoLL.  And  it  was  the  stock  situation  that  was  the  reason  why 
the  committee  was  considering  ways  aad  means  of  forming  an  inter- 
national copper  pool,  according  to  this  recommendation? 

Mr.  Kelley.  Yes. 

Mr.ScoLL.  What  came  of  that  recoinmendation? 

Mr.  Kelley.  So  far  as  the  United  States  Government  is  concerned, 
they  entered  into  a  cooperative  liquidating  plan  with  the  producers. 
The  British  Government  assured  us  that  they  would  not  dump  their 
copper;  they  would  consume  it  gradually,  but  they  did  not  enter  into 
any  formal  plan  with  us.  The  French  Government,  the  Ministry  of 
Munitions,  took  the  same  position  as  the  British;  they  said  they  pre- 
ferred to  keep  a  stock  of  copper  for  their  Government,  rather  than 
sell  it. 

Senator  King.  The  dumping  of  the  copper  held  in  the  United 
States  by  the  Government  and  its  agencies  as  well  as  by  corpora- 
tions— the  dumping  of  those  supphes  upon  the  market — would  have 
destroyed  the  market  and  would  have  closed  many  mines  and  would 
have  thrown  out  of  employment  a  large  number  of  persons  engaged 
in  the  mining  industry,  would  it  not? 

Mr.  Kelley.  That  is  right.  Senator. 

Senator  King.  And  slowed  down  smelters  and  mills  and  mines  and 
greatly  affected  transportation  and  railroads,  and  so  on? 

Mr.  Kelley.  That  is  right. 

Mr.  Scoll.  If  you  can  recollect,  were  you  thinking  of  government 
pools  or  private  pools  in  copper? 

Mr.  Kelley.  We  were  thinking  about  a  plan  under  which  the  pro- 
ducers of  copper  could  cooperate  with  the  governments  which  held 
these  very  large  stocks  in  a  plan  of  liquidation,  rather  than  of  dumping. 
So  it  would  have  been  joint. 

Mr.  Scoll.  And  what  came  of  those  proposals? 

Mr.  Kelley.  Nothing,  except  as  I  have  indicated.  . 

Senator  King.  However,  the  proposal  not  having  been  fully 
accepted,  exercised  somewhat  of  a  restraining  influence  to  prevent 
dumping? 

Mr.  Kelley.  Oh,  jes ;  there  was  cooperation,  though  hot  actually 
under  a  plan,  except  in  the  case  of  otir  Government. 
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Mr.  ScoLL.  One  of  the  results  of  the  visit  of  this  committee,  how- 
ever, was  the  appointment  of  foreign  agents  for  Copper  Export  Asso- 
ciation, I  beheve,  was  it  not? 

Mr.  Kelley.  That  is  right. 

Mr.  ScoLL.  And  correct  me  if  I  am  wrong,  but  I  think  the  agents 
were  as  follows:  Londoft,  England,  the  British  American  Metal  Co., 
Ltd. ;  Paris,  France,  Societe  Franco-Americaine  des  Metaux. 

Mr.  Kelley.  That  is  right. 

Mr.  ScoLL.  In  Germany,  the  Kupfer  Import  Gesellschaft,  m.  b.  b. 
m  Berlin? 

Mr.  Kelley.  That  is  right. 

Mr.  Scoll.  Now  the  Copper  Export  Association,  when  it  was 
finally  organized,  included  most  of  the  copper  producers  and  smelters 
and  refiners  in  the  United  States,  did  it  not? 

Mr.  Kelley.  Yes;  I  think  so. 

Mr.  Scoll.  There  were  one  or  two,  I  believe,  outside — American 
Metal? 

Mr.  Kelley.  American  Metal  did  not  come  in.. 

Mr.  Scoll.  And  they  were  the  only  substantial  producers  who  were 
outside? 

Mr.  Kelley.  That  is  my  recollection  at  this  time. 

Mr.  Scoll.  Now  I  wUl  show  you  a  list  of  the  names  of  members  of 
Copper  Export  Association,  Inc.,  and  nonmembers,  which  I  believe 
was  prepared  under  your  direction.  I  would  like  to  ask  you  about 
these  nonmembers  who  sold  their  copper  through  the  members  of  the 
association.     What  was  their  status  in  the  association? 

Mr.  Kelley.  I  beg  your  pardon,  Mr.  Scoll,  I  was  looking  at  this 
memorandum. 

(The  last  sentence  of  the  last  above  question  was  read  by  the 
reporter.) 

Mr.  Kelley.  Well,  they-  occupied  the  status  of  members  with  the 
exception  that  instead  of  being  actual  members,  the  selling  organiza- 
tions which  disposed  of  their  metal  represented  them. 

Mr.  Scoll.  So  their  copper  was  controlled  by  the  association — the 
sale  of  their  copper  was  controlled  by  the  association? 

Mr.  Kelley.  That  is  right. 

Mr.  Scoll.  Now  were  there  any  foreign  producers  that  were  not 
controlled  by  the  United  States  corporations  involved  in  Copper 
Export  Association? 

Mr.  Kelley.  Well,  there  are  in  this  list  of  members  whose  copper 
was  sold,  although  not  rnembers,  a.number  of  foreign  companies;  not 
many,  becaus^.  at  that  time,  Mr.  Scoll,  the  number  of  companies 
producing  copper  outside  the  United  States  was  small. 

Mr.  Scoll.  And  that  was  the  reason  that  they  were  not  in,  they 
were  not  included? 

Mr.  Kelley.  Yes. 

Mr.  Scoll.  If  for  instance  Cananea  or  Boleo  were  in  operation, 
they  conceivably  would  have  been  members? 

Mr.  Kelley.  An  effort  would  have  been  made  to  bring  them  in,  or 
else  the  project  would  have  been  abandoned. 

(Senator  King  assumed  the  Chair.) 

Mr.  Scoll.  I  would  like  to  offer  as  an  exhibit  the  names  of  members 
of  Copper  Export  Association,  Inc.,  and  nonmembers. 

Acting  Chairman  King.  Have  you  seen  this  exhibit? 
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Mr.  Kelley.  Yes. 

Mr.  ScoLL.  It  was  prepared  under  his  direction. 

Acting  Chairman  King.  It  will  be  received. 

(The  list  referred  to  was  marked  ''Exhibit  No.  2102"  and  is  in- 
cluded in  the  appendix  on  p.  13402.) 

Mr.  O'CoNNELL.  Mr.  Kelley,  may  I  ask  a  question?  You  indi- 
cated that  had  any  substantial  producers  not  come  in  that  the  project 
would  have  been  abandoned.  That  indicates,  I  take  it,  that  in  the 
absence  of  substantially  100  percent  participation  in  an  international 
agreement  of  this  type,  it  isn't  very  effective? 

Mr.  Kelley.  That  is  correct,  generally  speaking.  It  was  as  a 
matter  of  fact  one  of  the  very  important  things  that  led  ultimately 
to  the  abandonment  of  the  C.  E.  A.     Shall  I  elaborate  on  that? 

Mr.  O'CoNNELL.  I  think  we  had  better  let  them  proceed. 

Mr.  ScoLL.  I  have  some  questions  along  that  line  a  little  later. 

Mr.  Kelley.  My  attention  has  been  called  to  an  error  which  I 
wish  to  correct,  and  I  was  in  error.  The  production  that  was  con- 
trolled outside  the  United  States  by  nonmembers  was  substantial 
at  that  time. 

Mr.  ScoLL.  I  was  planning  to  go  into  that  question  a  little  later, 
Mr.  Kelley.  Now  the  method  of  determining  the  voting  participation 
in  the  organization  was  based,  I  believe,  upon  the  copper  production 
of  each  member,  was  it  not? 

Mr.  Kelley.  That  was  the  basis  of  the  formula. 

(Senator  O'Mahoney  resumed  the  Chair.) 

Mr.  ScoLL.  I  show  you  now  a  list  entitled  "Copper  Export  Associa- 
tion, Inc.,  Number  of  Votes  Cast  at  Annual  Meetings  of  Stockholders," 
which  shows  the  name  of  the  stockholders  and  the  number  of  votes 
they  cast  from  1919  to  1923.  I  believe  that  was  prepared  by  Mr. 
Eckert  of  the  Copper  Institute,  under  your  direction? 

Mr.  Kelley.  I  think  it  was. 

Mr.  ScoLL.  I  would  like  to  offer  that  list. 

The  Chairman.  May  I  see  a  copy  of  that?     It  may  be  received. 

(The  list  referred  to  was  marked  "Exhibit  No.  2103"  and  is  included 
in  the  appendix  on  p.  13403.) 

Mr.  ScoLL.  At  this  time  I  would  like  to  offer  for  the  record  a  table 
which  was  prepared  by  the  members  of  the  staff  from  figures  compiled 
by  R.  R.  Eckert,  former  manager  of  Copper  Export  Association,  Inc., 
and  submitted  by  him  to  the  committee.  This  table  is  entitled  "Share 
of  World  Mine  Production  of  Copper  Controlled  by  Members  of 
Copper  Export  Association,  Inc.,  1919-1923."  It  shows  that  mem- 
bers of  the  Copper  Export  Association,  Inc.,  in  1919  controlled  65.4 
percent  of"  world  production.  The  percent  of  total  United  States 
production  controlled  by  the  members  of  Copper  Export  Association 
was  89  percent.  The  percentages  subaeauently  diminished  to  the 
end  of  1923. 

The  Chairman.  Now  wait  a  minute.  Did  I  understand-  you  to 
say  that  the  total  amount  of  the  United  States  production  controlled 
by  members  of  the  C.  E.  A.,  Ijjc,  was  89  percent? 

Mr.  ScoLL.  That  is  correct — of  United  States  production. 

The  Chairman.  Now  this  table  also  seems  to  state  in  the  third  line 
that  the  percentage  was  50.3  percent.  What  is  the  difference  between 
those  two  statements? 
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Mr.  ScoLL.  The  50.3  percent,  Senator,  represents  the  amount 
controlled  by  members  of  the  Copper  Export  Association  in  the  total 
world  production.  In  other  words,  they  had  half  of  the  world  produc- 
tion, but  89  percent  of  the  United  States  production. 

The  Chairman.  I  see.  I  think  that  makes  it  clear.  Are  you 
offering  this  exhibit? 

Mr.  ScoLL.  Yes. 

The  Chairman.  It  may  be  received. 

(The  table  referred  to  was  marked  "Exhibit  No.  2104"  and  is 
included  in  the  appendix  on  p.  13404.) 

Mr.  ScoLL.  Mr.  Kelley,  I  believe  the  Copper  Export  Association 
had  an  executive  committee  and  a  selling  committee? 

Mr.  Kelley.  It  did. 

Mr.  ScoLL.  And  those  were  its  functioning  committees? 

Mr.  Kelley.  Right. 

Mr.  ScoLL.  What  were  the  functions  of  the  executive  committee? 

Mr.  Kelley.  The  functions  of  the  executive  committee,  the  mem- 
bers of  whom  were  the  executives  of  the  copper  companies,  were  to 
govern  generally,  fix  policies,  and  direct  the  general  affairs  of  the  asso- 
ciation. The  members  of  the  selling  committee  were  composed  of  the 
officials  of  the  sales  organizations  and  their  function  was  to  govern  the 
details  of  selling. 

The  Chairman.  How  often  were  all  of  the  members  of  the  associa- 
tion called  together  in  meetings? 

Mr.  Kelley.  I  think  practically  but  once  a  year,  at  the  annual 
meeting. 

The  .Chairman.  And  how  many  votes  would  be  ordinarily  cast  at 
an  annual  meeting?  I  don't  mean  how  many  votes;  I  mean  how 
many  ballots.  I  am  using  the  word  "ballot"  in  that  sense.  How 
many  matters  would  come  up  at  an  annual  meeting  for  decisior^by 
ballot? 

Mr.  Kelley.  Well,  whatever  came  up.  Senator.  Practically  every 
member  attended  the  meeting  and  every  member  was  a  member  of 
or  was  represented  on  the  executive  committee. 

The  Chairman.  Practically  every  member  of  the  association  was 
represented  also  on  the  executive  committee? 

Mr.  Kelley.  Yes. 

The  Chairman.  How  many  members  were  ttere? 

Mr.  Kelley.  Ten  members  of  the  executive  committee  and  I 
should  think  probably  28  to  30  besides.  For  instance,  to  indicate 
what  I  mean,  take  Anaconda.  The  Anaconda  organization  repre- 
sented Inspiration  and  all  the  other  properties  for  which  it  sold  the 
copper. 

The  Chairman.  Let's  get  that  straight.  Suppose  you  go  through 
this  exhibit  giving  the  names  of  the  various  members  of  the  Copper 
Export  Association  and  name  to  us  those  which  were  actually  asso- 
ciated with  Anaconda,  as  for  example  the  particular  one  you  mention 
now. 

Mr.  Kelley.  Anaconda  controlled  or  at  least  sold  the  product 
that  is  represented  there  by  United  Metals  Selling  Co.,  Greene 
Cananea  Copper  Co.,  Inspiration. 

The  Chairman.  Let  me  mark  these. 

Mr.  Kelley.  About  the  middle  of  the  list;  United  Metals  Selling 
Co.  and  the  Greene  Cananea,  and  Anaconda  Copper  Mining  Co., 
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International   Smelting  Co.,   North  Butte  Mining  Co.,   and   Utah 
ConsoUdated  Mining  Co, 

Tlie  Chairman.  Six  of  these  members,  then,  were  in  the  Anaconda 
organization? 

Mr.  Kelley.  Or  represented  by  it. 

The  Chairman.  Or  represented  by  it.  Now  were  there  any  other 
members  which  were  likewise  represented  on  the  executive  committee 
by  some  other  corporation?  For  example,  did  the  American  Smelt- 
ing &  Refining  Co.  represent  any  other  members  beside  itself? 

Mr.  Kelley.  My  recollection  is  that  in  the  beginning  of  C.  E.  A. 
the  American  Smelting  &  Refining  Co.  sold  the  product  of  certain 
properties  that  afterward  became  afiihated  with  the  Kennecott  Cop- 
per Corporation,  but  the  Kennecott  Copper  Corporation  had  on  the 
executive  committee,  or  on  the  board  of  directors,  representatives  of 
Mr,  Guggenheim  and  Mr.  Birch. 

The  Chairman.  How  about  Phelps  Dodge? 

Mr.  Kelley.  Phelps  Dodge  was  fepresented  by  Mr.  Douglas — Mr. 
Walter  Douglas — and  Mr.  McClain. 

The  Chairman.  And  did  it  represent  any  of  these  other  companies? 

Mr.  Kelley.  I  think  it  did.  I  think  at  that  time  Phelps  Dodge 
represented  New  Cornelia  Copper  Co. 

The  Chairman.  Were  there  any  members  who  were  not  represented 
on  the  executive  committee? 

Mr.  Kelley.  None;  the  sale  of  whose  product  was  not  represented. 

You  see  these  organizations 

*  The  Chairman  (interposing).  Well,  of  course  that  is  a  different 
thing  from  what  I  stated.  The  sale  of  the  products  might  be  repre- 
sented by  an  individual  who  was  not  an  officer  or  even  a  stockholder 
of  the  corporation. 

Mr.  Kelley.  I  am  sorry  I  didn't  get  that. 

The  Chairman.  I  say,  just  as  a  matter  of  plain  fact,  the  sale — a 
member  might  make  its  agent  for  the  sale  of  its  product  a  person  who 
was  not  actually  associated  with  that  corporation? 

Mr.  Kelley.  Oh,  yes;  and  frequently  did. 

The  Chairman.  So  I  am  just  trying  to  determine — it  may  be  of  no 
special  importance — whether  there  were  any  members  who  were  not 
actually  represented  upon  the  executive  committee  by  officers  or 
executives  of  the  member  corporations? 

Mr.  Kelley.  I  think  there  were. 

The  Chairman.  That  was  my  question,  and  you  have  answered  it. 
Proceed. 

Mr.  Kelley.  But  may  I  explain? 

The  Chairman.  Surely. 

Mr.  Kelley.  That  in  those  cases  the  universal  practice  in  the  selling 
of  copper  as  it  was  then  conducted — for  instance  if  through  the 
Anaconda's  selling  organization  we  sold  the  product  of  other  smaller 
units  for  their  account — those  contracts  of  sale  provided  that  these 
independent  companies,  so  called,  would  receive  their  exact  proportion 
of  the  sales  and  at  exactly  the  same  price  as  we  sold  our  own  product. 

The  Chairman.  But  the  policies  of  the  Association  were  fixed  by  the 
executive   committee? 

Mr.  Kelley.  That  is  right. 

The  Chairman.  And  the  dominant  figures  on  the  executive  com- 
mittee quite  i^aturally  were  the  representatives  of  these  larger  groups? 

124491 — 41 — pt.  25 7 
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Mr.  Kelley.  That  is  true. 

Mr.  ScoLL.  Now  briefly,  if  you  will,  will  you  describe  what  the 
functions  of  the  selling  committee  were?, 

Mr.  Kelley.  The  selling  committee  met  from  day  to  day  or  as  often 
as  conditions  required,  and  fixed  the  price  at  which  copper  would  be 
sold  in  the  export  markets  of  the  world. 

Mr.  ScoLL.  The  document  I  am  handing  you  is  entitled  "Certificate 
of  Incorporation."  Will  you  just  glance  at  it  and  see  if  yoii  recog- 
nize it? 

Mr.  Wolff.  This  is  a  correct  copy  of  the  certificate  of  the  incor- 
poration of  the  Association. 

Mr.  Kelley.  May  I  say  that  Mr.  Wolff  is  counsel  for  Anaconda 
and  I  hope  it  is  all  right  for  him  to  speak. 

The  Chairman.  Has  Mr.  Wolff  been  sworn  for  the  record? 

Mr.  Wolff.  No. 

The  Chairman.  Do  you  solemnly  swear  that  the  testimony  you 
may  give  in  these  proceedings  shall  be  the  truth,  the  whole  truth,  and 
nothing  but  the  truth,  so  help  you  God? 

Mr.  Wolff.  I  do. 

Mr.  ScoLL.  I  would  like  to  offer  the  certificate  of  incorporation  of 
the  Copper  Export  Association,  Inc.,  for  the  record. 

The  Chairman.  The  certificate  may  be  received. 

(The  certificate  referred  to  was  marked  "Exhibit  No.  2105"  and  is 
included  in  the  appendix  on  p.  13404.) 

Mr.  ScoLL.  And  similarly  I  would  like  to  offer  for  the  record  a  copy 
of  the  bylaws  of  Copper  Export  Association,  which  I  believe  was 
prepared  under  your  direction? 

Mr.  Wolff.  That  is  a  correct  copy  of  the  bylaws. 

The  Chairman.  The  copy  may  be  received. 

(The  copy  referred  to  was  marked  "Exhibit  No.  2106"  arid  is  in- 
cluded in  the  appendix  on  p.  13407.) 

Mr.  ScoLL.  That  should  be  labeled  Exhibit  No.  2106. 

The  Chairman.  Proceed. 

Mr.  ScoLL.  You  have  before  you  I  believe  a  copy  of  the  agreement 
between  a  blank  member  of  the  Copper  Export  Association  and  the 
Association^ — photostatic  copy.  Now  for  the  information  of  the 
committee,  to  illustrate  how  the  Export  Association  worked,  I  would 
Uke  to  read  a  brief  portion  of  this  agreement,  page  3,  paragraph  2 
[reading  from  "Exhibit  No.  2107"]. 

Beginning  at  the  date  of  ttds  Agreement  and  ending  December  31,  1940,  subject, 
however,  to  the  provisions  of  paragraph  "Tenth"  hereof,  the  Producer  stall  not 
sellany  export  copper  whatsoever  except  through  the  Association  in  the  manner 
hereinafter  set  forth,  and  the  Association  shaU  act  as  the  exclusive  agent  for  the 
Producer  for  the  sale  of  aU  the  Producer's  export  copper,  and  the  Producer  shall, 
at  tte  prices  contracted  for  by  the  Association,  but  on  terms  of  payment  approved 
by  the  Producer,  accept  and  fully  carry  but  all  orders  for  export  copper  which  the 
Association  shall  have  allotted  to  the  Producer  in  the  manner  hereinafter  set 
forth.  The  Producer  may,  however,  at  its  own  expense,  maintain  its  own  selling 
representatives,  and  sell  export  copper  to  customers  direct,  but  such  sales  shall 
only  be  at  prices  and  on  terms  approved  by  the  Association,  and  shall  be  immedi- 
ately reported  by  the  Producer  to  the  Association,  and  shall,  for  aU  purposes  of 
this  Agreement,  be  deemed  to  "be  orders  allotted  by  the  Association  to  the  Producer, 
and,  when  delivered-as  aforesaid,  to  be  export  dehveries  of  the  Producer.  If  the 
Producer's  sales  of  export  copper,  in  any  one  month,  shall  exceed  its  allotment  for 
that  month,  the  same  shaU'be  adjusted  to  the  basis  of  the  allotment  made  to  it  for 
that  month. 
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In  other  words,  Mr.  Kelley,  the  Copper  Export  Association  con- 
trolled the  exports  of  each  member  and  where  the  copper  was  not  sold 
directly  to  the  Export  Association,  the  Export  Association  still  kept 
control  of  the  price  and  allotted  those  sales  on  the  basis  of  the  total 
allotments  that  were  made,  is  that  correct? 

Mr.  Kelley.  I  think  so. 

Mr.  ScoLL.  In  other  words  that  was  a  slight  variation  from  the 
original  plan  of  independent  selling  agencies? 

Mr.  Kelley.  Yes;  I  called  your  attention  to  that,  I  believe. 

Mr.  Scoll.  And  Copper  Export  Association  became  the  central 
sales  agency  in  foreign  trade  for  the  producers? 

Mr.  Kelley.  Well,  Copper  Export  Association  betame  the  channel 
through  which  the  business  was  conducted.  The  actual  sales  in  some 
instances  were  made  directly,  to  or  by,  Copper  Export  Association, 
and  others  were  made  by  foreign  agents.  That  was  a  matter  of 
setting  up  the  organization  to  conform  to  the  requirements  of  in- 
dividual couQtries, 

Mr.  Scoll.  Now  let  me  refer  you  to  page  4  in  this  document,  where 
it  states  [Reading  from  "Exhibit  No.  2107"]: 

The  Association  shall  procure  orders  for  export  copper  upon  such  terms  as  it 
shall  deem  most  advantageous,  and  shall  allot  its  orders  among  all  the  members  in 
proportion  as  nearly  as  possible  to,  but  not  in  excess  of,  their  respective  copper 
available  for  sale  through  the  Association  as  theretofore  estimated  by  them  as 
aforesaid,  and  so  far  as  the  Association  consistently  can,  in  such  allotment,  it  shall 
comply  with  the  reasonable  requests  of  the  Producer  in  respect  of  allotting  to  the 
Producer  orders  from  the  Producer's  former  customers. 

Now,  was  very  much  copper  sold  direct  by  me  members  through 
their  foreign  agents,  or  was  most  of  it  sold  through  the  Association? 

Mr.  Kelley.  WeU,  my  recollection  is  that  a  great  deal  of  copper 
was  sold  direct  but  it  was  reported  to  the  Association  and  cleared 
through  it.  May  I  suggest  to  Mr.  Scoll  that  Mr.  Eckert,  who  handled 
the  detail  and  who  is  thoroughly  familiar  with  it,  as  I  am  not,  having 
not  charged  my  memory  or  recollection  with  it,  is  here;  he  was  secre- 
tary of  all  these  organizations. 

Mr.  Scoll.  Well,  I  think  it  will  be  unnecessary  because  what  we 
are  interested  in  here  only  is  the  general  policy  of  the  organization, 
rather  than  the  specific  details. 

Mr.  Kelley.  It  is  going  back  a  good  many  years  and  I  haven't 
got  quite  distinct  recollection  now  as  to  the  difference  in  the  way 
C.  E.  A.  functioned  and  Copper  Exporters,  Inc. 

Mr.  Scoll.  If  the  committee  wishes  to  call  Mr.  Eckert. 

Senator  King.  As  far  as  I  am  concerned  Mr.  Kelley's  recollection — 
if  it  is  material,  any  links  should  be  supplied  in  the  chain,  we  will  call 
the  other  witness 

Mr.  Kelley.  I  think  in  general  Mr.  Scoll's  questions  and  my 
answers  are,  generally  speaking,  correct, 

Mr.  Scoll.  I  would  like  to  offer  at  this  time  a  copy  of  the  agreement 
between  members  of  the  Association  and  the  Copper  Export  Associa- 
tion as  Exhibit  No.  2107. 

The  Chairman.  It  may  be  received. 

(The  agreement  referred  to  was  marked  "Exhibit  No.  2107"  and 
is  included  in  the  appendix  on  p.'  13413.) 
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POOL    OF   REFINED    COPPER,    1921,    AND   THE    CURTAILMENT   OF   PRODUC- 
TION,   1919-1921 

Mr.  ScoLL.  Now  turning  to  the  so-called  copper  pool,  which  was 
set  up  by  the  Export  Association  in  1921,  this  pool  was  for  the  pur- 
pose, was  it  not,  of  disposing  of  some  of  this  excess  copper  we  were 
discussing  before,  isn't  that  correct? 

Mr.  Kellet.  Yes;  with  this  explanation,  that  it  was  set  up  pri- 
marily for  the  purpose  of  financing  what  had  become  an  unliquidatable 
stock  of  copper  and  which  the  mining  companies  were  carrying  under 
very  burdensome  conditions.  Its  primary  purpose  was  to  finance  a 
block  of  copper,  set  it  aside  where  it  could  be  liquidated  in  an  orderly 
manner,  without  interfering  with  the  production  that  at  that  time  was 
still  being  made. 

Senator  King.  Some  of  those  companies  required  some  financial 
aid  to  hold  tho^e  large  blocks  of  stocks  which  were  on  hand? 

Mr.  Kelley.  Nearly  all  of  them  did.  Senator. 

Senator  King.  So  the  financing  transaction  in  order  to  prevent 
absolute  destruction  of  the  market  by  proper  liquidation  was  necessary? 

Mr.  Kelley.  That  is  correct.  Explanatory  of  that,  Counsel,  may 
'  call  your  attention  to  this,  that  from  January  1,  1919,  to  January 
1,  1921,  while  the  total  stock  of  copper  had  decreased  from  2,278,- 
000-000  pounds  to  1,764,000,000  the  stocks  in  the  hands  of  the  pro- 
ducers had  increased  from  839,000,000  to  1,171,000,000.  The  hquida- 
tion  had  been  out  of  the  Government  stocks  rather  than  from  the 
producers'  stocks. 

Senator  King.  That  is,  the  Government's  had  the  advantage, 
then,  by  the  earlier  liquidation? 

Mr.  Kelley.  Had  the  advantage  of  the  earlier  liquidation. 

Mr.  ScoLL.  I  show  you  now  a  letter  from  Mr.  Gilbert  Montague 
to  the  Attorney  General,  dated  February  3,  1921. 

Mr.  Kelley.  I  am  familiar  with  that  letter. 

Mr.  Scoll.  And  I  would  like  to  read  into  the  record  a  brief  portion 
of  the  letter  which  I  think  will  explain  the  operation  of  the  pool,  and 
make  it  unnecessary  to  go  into  any  details  on  examination.  On  page 
5,  the  letter  states  [reading  from  "Exhibit  No.  2108"] : 

Relative  to  the  cost  of  production,  it  is  believed  that  copper  has  never  been 
sold  at  lower  figures  than  have  prevailed  during  the  past  two  months.  Some 
of  the  AssQciation's  members,  it  may  be  stated  in  confidence,  are  fast  approaching 
the  breaking  point,  because  of  the  Association's  inability  to  dispose  of  the  copper 
whicfi  they  have  been  offering  for  export,  and  unless  some  mode  of  relieving 
the  strain  is  found,  not  only  may  the  Association  break  up,  and  the  members 
be  driven  to  cut-throat  competition  with  each  other  in  dumping  their  copper 
into  export  markets,  but  some  of  the  members  may  perhaps  be  overtaken  by 
most  serious  financial  difBculties.     Naturally,  these  facts  cannot  be  made  public. 

The  Chairman.  What  was  the  date  of  the  letter? 

Mr.  Scoll.  The  date  of  the  letter  is  February  3,  1921.  I  would 
like  to  offer  it  in  evidence. 

The  Chairman.  It  may  be  received. 

(The  letter  referred  to  was  marked  "Exhibit  No.  2108"  and  is  in- 
cluded in  the  appendix  on  p.  13416.) 

Mr.  Scoll.  Now,  Mr.  Kelley,  wouldn't  the  cutthroat  competition 
referred  to  by  Mr.  Montague  have  applied  not  orJy  to  the  export 
but  to  the  domestic  market,  as  well,  unless  that  copper  could  have 
been  taken  care  of? 
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Mr.  Kelley.  Will  you  repeat  that  question? 

(The  reporter  read  the  last  question.) 

Mr.  Kelley.  It  would  have  applied  to  the  copper  market,  irrespec- 
tive of  whether  it  was  domestic  or  foreign,  I  would  say 

Mr.  ScoLL.  Now  did  every  member  of  the  Copper  Export  Associa- 
tion participate  in  the  pool,  do  you  recall? 

Mr.  Kelley,  I  think  they  (fid.  This  pool — it  hasn't  been  stated 
just  what  it  was. 

The  Chairman.  I  would  like  to  have  you  state  that,  Mr.  Kelley. 

Mr.  Kelley.  Well,  there  was  available  at  that  time  in  the  United 
States  a  tremendous  stock  of  copper,  more  than  was  adequate  for 
both  the  domestic  and  the  foreign  requirements.  When  this  financial 
problem  came  up  the  certificate  of  incorporation  of  the  Copper  Export 
Association  was  amended  so  as  to  permit  it  to  become  the  financial 
entity  through  which,  the  operation  could  be  conducted.  The  opera- 
tion itself  consisted  of  the  assignment  of  200,000  tons  of  copper,  or 
400,000,000  pounds,  to  the  Copper  Export  Association,  which  became 
the  owner  of  the  copper.  The  copper  was  earmarked  and  through 
proper  financial  agencies  the  sum  of  $40,000,000  was  borrowed  on  this 
block  of  copper. 

The  loan  was  secured  by  debentures  payable  in  1,  2,  and  3,  years, 
I  think  at  6  percent  interest;  these  debentures  were  sold  to  the  pubhc 
by  the  investment  bankers,  and  in  that  way  the  situation  was  alle- 
viated and  the  different  mining  companies,  more  or  less  in  accordance 
with  their  stock  position  and  their  financial  requirements,  contributed 
copper  to  the  pooling  and  received  in  return  the  proceeds,  at  8  percent. 

Mr.  Scoll.  I  think  you  have  before  you  a  copy  of  an  offering 
letter  from  the  Copper  Export  Association  to  the  banks  which  financed 
the  pool,  setting  forth  the  arrangement.  To  summarize  what  is 
contained  in  this  offer,  the  copper  was  to  be  pledged  at  10  cents  a 
pound,  was  it  not? 

Mr.  Kelley.  Correct. 

Mr.  Scoll.  And  was  to  be  released  from  time  to  time  in  export 
trade? 

Mr.  Kelley.  Right. 

Mr.  Scoll.  And  as  it  was  sold  the  notes  would  be  retired? 

Mr.  Kelley.  That  is  right. 

Mr.  Scoll.  I  offer  as  exhibits  the  letter  from  the  Copper  Export 
Association,  Inc.,  to  the  National  City  Co.  and  the  Guaranty  Co. 
of  New  York  and  the  letter  from  those  banking  institutions  to  the 
Association. 

The  Chairman.  The  letters  may  be  received. 

(The  letters  referred  to  were  marked  "Exhibit  No.  2109"  and  are 
included  in  the  appendix  on  p.  13419.) 

Mr.  Scoll.  Now,  Mr.  Kelley,  lookmg  at  "Exhibit  No.  2100"  for 
a  moment,  the  pool  was  formed  in  February  1921?  * 

Mr.  Kelley.  Right. 

Mr.  Scoll.  In  your  opinion,  do  you  think  the  price  of  copper 
would  have  gone  down  further  than  it  did  in  1921  had  it  not  been  for 
the  pool? 

Mr.  Kelley.  Well,  in  my  opinion,  one  of  two  eventualities — no, 
to  be  perfectly  frank,  yes,  I  think  it  would  have,  without  doubt. 

Senator  King.  Some  would  have  been  compelled  to  sell  to  liquidate 
pressing  indebtedness  just  the  same  aa  in  the  wool  industry  where 

i  Appendix,  p.  13394. 
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many  of  the  stocks  were  held  and  banks  were  pressing  for  payment 
and  wool  producers  were  compelled  to  sell  their  wool  at  greatly 
reduced  prices  in  order  to  meet  their  obligations.     Is  that  a  parallel? 

Mr.  Kelley.  I  think  it  is 

Mr.  ScoLL.  You  referred  before  to  the  efforts  to  prevent  the 
closing  down  of  the  mines  in  1918.  After  the  armistice  in  November 
1918,  did  Anaconda  consider  the  possibility  of  shutting  down? 

Mr.  Kelley.  In  November  1918,  after  the  armistice?  My 
answer  is  that  Anaconda  did  not  consider  the  shutting  down  of  its 
properties  at  that  time..  On  the  contrary,  if  I  may  be  permitted, 
immediately  after  the  armistice,  to  wit,  on  November  11,  1918,  we 
were  summoned  to  Washington. 

We  had  a  conference  with  the  War  Industries  Board  on  the  situation 
that  American  industry  was  facing.  We  were  told — we  knew — that 
an  army  was  returning  and  that  history  had  shown  that  the  fate  of 
every  country  was  largely  in  the  hands  of  a  returning  victorious 
army.  The  situation  was  reviewed,  and  we  were  requested  by  the 
Government  to  continue  operations,  and  that  they  would,  on  the  other 
hand,  see  that  the  price  quotation  was  continued.  That  haitus  to 
which  you  referred  this  morning  as  to  when  there  were  no  E.  and 
M.  J.  quotations  was  at  that  period,  because  nobody  bought  any 
copper,  but  the  situation  is  covered  in  a  statement  of  the  War  Indus- 
tries Board  in  th^  minutes  of  the  War  Industries  Board,  if  I  may  read 
it,  as  f oUows . 

In  a  statement  dated  November  15,  1918,  regarding  a  post-armistice  meeting 
with  the  committee  representing  the  copper  producers  of  America,  the  War 
Industries  Board  stated:  "General  industrial  conditions  to  which  the  uses  of  copper 
is  intimately  related  were  reviewed,  the  discussion  being  particularly  directed  to 
the  immediate  situation  that  America  and  the  rest  of  the  world  is  facing.  The 
same  spirit  of  cooperation  that  characterized  the  copper  producers  throughout  the 
war  in  the  supply  of  the  metal  to  America  was  present." 

Mr.  ScoLL.  So  that  you  kept  going  until  the  end  of  1918? 

Mr.  Kelley.  That  is  correct. 

Mr.  ScoLL.  Did  you  consider  curtailing  early  in  1919?  Perhaps  I 
can  refresh  your  recollection  by  reference  to  an  article  which  appeared 
in  the  Wall  Street  Journal  March  30,  1921. 

Mr.  Kelley.  At  the  moment  I  have  no  recollection  as  to  that 
specific  time. 

Mr.  ScoLL.  In  that  article  a  press  release  issued  by  Mr.  John  D. 
Ryan  reads  as  follows  : 

After  January  1,  1919,  production  was  curtailed;  in  February  wages  were 
reduced  by  agreement  between  the  copper  producers,  their  employes  and  the 
Federal  Department  of  Labor,  approximately  15%.  Later,  in  July,  living  costs 
having  continued  to  increase,  and  the  metal  markets  having  improved,  the  wage 
scale  was  restored,  and  continued  in  effect  until  January,  1921,  when  a  reduction 
of  approximately  15%  was  made.  During  1919,  while  the  export  demand  was 
limited,  there  was  a  large  domestic  consumption  of  copper.  Toward  the  end  of 
the  year  a  good  buying  movement,  both  domestic  and  foreign,  occurred,  which 
carried  over' into  1920,  and  apparently  justified  the  expectation  that  business  for 
the  year  would  show  a  satisfactory  rate  of  consumption. 

After  January  1,  1920,  and  during  the  first  eight  months  stocks  showed  a  satis- 
factory decline,  when,  on  account  of  the  general  cessation  of  business  activity  in 
this  country,  the  "industrial  collapse  in  the  Orient  and  the  general  unsatisfactory 
business  and  political  situation  in  Europe,  the  trade  was  adversely  affected,  and 
notwithstanding  the  general  curtailment  throughout  the  industry,  with  but  few 
exceptions,  to  approximately  40%  of  normal  production,  stocks,  began  to  increase, 
and  have  steadily  accumulated. 
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That  press  release  seems  to  give  the  impiession  that  there  was  a 
curtailment  in  1919  or  1920.     Do  your  records  show  that? 

Mr.  Kelley.  Yes,  that  is  correct.  Our  misunderstanding  was 
between  1919  and  1921.     That  is  correct. 

Mr.  ScoLL.  To. quote  further  from  this  article,  there  was  a  cur- 
tailment also  by  the  porphyries  in  1921.     I  quote  the  article: 

Charles  Hayden,  speaking  for  porphyries,  says  continuation  of  production  which 
cannot  be  sold  at  cost  would  only  lead  to  a  demoralization  of  industry,  detriment 
to  shareholders  and  greater  loss  to  employees, 

and  he  amiounced  that  Ray  and  Chino  were  shutting  down.     That 
was  in  March  1921.     Did  Anaconda  also  shut  down  about  that  time?* 

Mr.  Kelley.  Anaconda  shut  down,  my  recollection  is,  before  the 
porphyries. 

Mr.  ScoLL.  Would  you  recall  whether  any  of  the  other  mines  shut 
down  m  1921? 

Mr.  Kelley.  I  think  before  long  practically  every  important 
producer  in  the  United  States  wag  shut  down. 

Mr.  ScoLL.  Were  there  any  discussions  between  the  Fepresefitatives-^ 
of  these  companies  relative  to  the  situation  prior  to  the  shutdowns? 

Mr.  Kelley.  Well,  I  have  no  doubt  that  the  situation  was  discussed, 
but  there  were  no  agreements  with  reference  to  a  shutdown  of  which 
I  am  aware. 

Mr.  ScoLL.  It  was  generally  discussed  and  decided  that  the  best*- 
thing  to  do  for  all  concerned  was  to  shut  down? 

Mr.  Kelley.  No;  I  wouldn't  quite  go  that  far.  Whatever  action 
was  taken  regarding  shutdown  was  taken  independently.  I  have 
before  me  a  letter  from  John  D.  Ryan  to  the  shareholders  of  the 
Anaconda  Copper,  dated  March  29,  1921, '^  which  was  the  date  of  a 
meeting  of  the  board  oi  directors  of  the  Anaconda,  at  which  the 
decision  was  reached  to  shut  down  so  far  as  that  company  is  concerned, 
and  this  letter  gives  very  largely,  Mr.  ScoU,  the  same  information 
that  you  have  read  from  the  press  release,  only  it  was  addressed 
directly  to  stockholders. 

Senator  King.  The  proposition  to  shut  down  was  based  upon  the 
fact  that  there  had  been  large  accumulations  and  the  demands  for 
copper  were  restricted. 

Mr.  Kelley.  Yes;  you  remember  we  came  through  a  depression 
in  '20  and  '2 1 ,  Senator,  and  in  our  own  instance  I  know  we  had  carried 
on  as  long  as  we  felt  it  was  prudent  to  do  so,  and  we  had  seen  our 
employees  through  the  winter,  and  we  figured  that  the  best  time  to 
shut  down,  if  it  was  inevitable,  was  in  the  spring  of  the  year,  and  we 
hoped  that  the  situation  would  clear  up  before  fall,  so  we  could 
reemploy  our  people  in  the  winter. 

Mr.  ScoLL.  At  this  time  I  should  like  to  offer  a  table  entitled  "Crude 
Copper  Production  of.  Principal  United  States  Copper  Companies 
Arranged  According  to  Their  Relationship  to  Copper  Export  Asso- 
ciation, Inc.,  Monthly,  January  1921  to  June  1922."  Thia  table  was 
prepared  by  members  of  the  staff  and  the  information  was  obtained 
from  the  American  Bureau  of  Metal  Statistics  Year  Book  for  1921 
and  1922.  You  are  familiar  with  this  material  and  the  table,  I 
believe. 

<  Subject  resumed  on  p.  13132,  Infra. 

>  Subsequently  introduced  as  "Exhibit  No.  2112,"    See  appendix,"  p.  13428. 
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Mr.  Kelley.  I  am. 

Mr.  ScoLL.  I  would  like  to  oflfer  this  as  our  next  exhibit,  and  make 
a  few  comments  on  it. 

The  Chairman.  It  may  be  received. 

(The  table  referred  to  was  marked  "Exhibit  No.  2110"  and  is  in- 
cluded 'm.  the  appendix  on  p.  13424.) 

Mr.  ScoLL.  The  committee  will  notice  from  this  table  that  all  but 
two  of  the  principal  members  of  the  Export  Association  shut  down. 

The  Chairman.  Where  does  this  appear? 

Mr.  ScoLL.  That  appears  in  the  figures  from  May  1^921  through  to 
the  end  of  the  year  1921,  to  the  first  of  January  1922.  You  notice  a 
number  of  blanks  in  the  table  for  the  members  of  the  Copper  Export 
Association,  which  signifies  that  they  produced  nothing  in  those 
months  with  the  exception  of  Mother  Lode  Coalition  and  New  Cor- 
neUa.  Then  at  the  bottom  of  the  page,  under  the  heading,  "Non- 
members  of  Copper  Export  Association,"  you  find  four  mines  and  all 
of  them  producing  right  straight  through  the  year  1921  and  up  to  the 
reopening  in  1922. 

The  Chairman.  In  the  second  line  in  the  table  itself  under  the  head- 
ing "Members  of  Copper  Export  Association,  Inc.,  Total,"  does  that 
represent  the  total  production  of  all  of  the  members? 

Mr.  ScoLL.  Of  all  the  principal  members. 

The  Chairman.  That  production  appears  for  every  month  in  the 
chart. 

Mr.  ScoLL.  Yes;  it  is  the  total  of  the  copper  that  was  produced  by 
the  two  mines  which  did  not  shut  down. 

The  Chairman.  And  it  appears  that  the  Mother  Lode  CoaUti(m 
and  the  New  Cornelia  didn't  shut  down  at  aU. 

Mr.  ScoLL.  That  is  correct. 

The  Chairman.  They  were  members  of  the  Export  Association. 

Mr.  ScoLL.  That  is  correct. 

The  Chairman.  So  they  coutuiued  to  operate  in  the  same  manner 
that  the  nonmembers  operated? 

Mr.  ScoLL.  That  is  correct. 

Mr.  Kelley.  The  committee  will  note  the  comparative  unimpor- 
tance of  the  production  that  was  made  during  those  months. 

Senator  King.  State  it,  Mr.  Kelley. 

Mr.  Kelley.  Well,  the  production  of  the  principal  companies— I 
don't  know  where  the  definition  of  "principal  companies"  rests — was 
approximately  70,000,000  in  January,  67,000,000  in  February., 
75,000,000  in  March,  31,000,000  in  April,  then  it  dropped  to  12,000,000 
and  ran  along  at  about  that  level  until  February,  wjien  the  pick-up 
came,  28,000,000,  40,000,000,  57,000,000,  77,000,000,  81,000,000,  and 
by  May  we  were  back  to  normal  production,  whereas,  for  those  com- 
panies that  did  not  shut  down  the  aggregate  production  was  seven  or 
eight  million  pounds  all  together. 

The  Chairman.  Yes,  but,  Mr.  Kelley,  if  you  will  observe  the  total 
production  for  the  nonmembers,  you  will  note  that  the  variation  was 
but  very  sHght,  7,295,000  in  January  of  1921,  and  in  May,  when  most 
of  the  membsrs  had  shut  down  with  the' exception  of  two  as  repre- 
sented here,  it  had  increased  to  7,683,000,  and  the  lowest  figure  at 
any  time  appears  to  be  that  for  July,  when  it  was  6,748,000.  In  other 
words,  there  appears  to  be  very  Uttle  variation  during  that  time  in 
the  production  of  the  nonmembers,  whereas  with  respect  to  the  mem- 
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bers  your  production  fell  from  70,232,000  in  January  to  between  nine 
and  twelve  million  during  the  period  from  May  to  the  succeeding 
January.    Do  you  attach  any  significance  to  that? 

Mr.  Kelley..  I  have  never  examined  these  before,  but  if  you  leave 
out  the  Miami  Copper  Co.,  the  production  of  the  other  three  non- 
members  is  rather  inconsequential,  Mohawk,  East  Butte,  and 
Wolverine. 

The  Chairman,  Well,  the  production  of  all  four  of  them  is  very 
small  when  conipared  with  the  total  for  the  principal  companies,  or 
even  when  compared  with  the  total  for  the  member  companies. 

Mr.  Kelley.  That  is  right. 

The  Chairman.  But  I  am  asking  hether  you  attach  any  sig- 
nificance to  the  fact  that  the  nonmember  companies  apparently  con- 
tinued to  operate  upon  the  same  general  level,  while  the  member 
companies  dropped  off  precipitously  in  their  production. 

Mr.  Kellbt.  I  attach  no  especial  significance  to  it,  except  this: 
From  my  knowledge  of  the  business  I  know  that  those  nonmember 
companies  were  carrying  no  stocks  of  copper. 

The  Chairman.  The  small  companies  were  not  carrying  stocks? 

Mr.  Kelley.  Two  of  those  companies  produced  what  is  known  as 
lake  copper,  and  there  was  an  outlet  for  lake  copper.  The  Miami 
Copper  Co. "never  carried  any  stock,  and  that  is  one  of  the  reasons 
that  led  to  the  break-up  of  this  association. 

The  Chairman.  The  larger  companies  were  carrying  stock? 

Mr.  Kelley.  They  were  carrying  the  load. 

The  Chairman.  So  I  take  it  from  your  testimony  that  the  member 
companies  had  a  surplus  on  hand  out  of  which  they  could  meet  de- 
mand, whereas  the  nonmember  companies  had  no  surplus,  and  if 
they  supphed  whatever  demand  they  had,  it  was  to  be  supplied  out 
of  production. 

Mr.  Kelley.  Out  of  production,  and  at  a  price  and  at  a  cut  price. 

The  Cha'irman.  At  a  cut  price? 

Mr.  Kelley.  Yes. 

The  Chairman.  The  nonmember  companies,  then;  were  selling  at 
a  lower  rate  than  the  member  companies  were. 

Mr.  Kelley.  Shooting  right  under  the  umbrella. 

The  Chairman.  In  the  United  States  as  well  as  abroad? 

Mr.  Kelley.  Abroad  I  am  talking  about,  but  it  applied  also  in 
the  United  States. 

The  Chairman.  And  they  were  then  underselling  in  the  United 
States? 

Mr.  Kelley.  Always. 

The  Chairman.  Well,  would  you  say  that  the  effect  of  your  ar- 
rangement through  the  Export  Association  was  also  felt  in  the  United 
States? 

Mr.  Kelley.  I  don't  think  that  there  is  any  transaction  of  pur- 
chase and  sale  that  doesn't  affect  a  market. 

The  Chairman.  In  other  words,  the  world  price  is  bound  to  be 
reflected  in  the  domestic  price. 

Mr.  Kelley.  Right. 

The  Chairman.  Then  would  it  not  foUow  that  whatever  was  done 
by  the  authority  of  the  Webb-Pomerene  Act  through  the  policy  of 
the  Export  Association  would  i^eyitabl^  have  an  effect  upon  the 
domestic  market  as  well  as  upon  the  foreign  market? 
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Mr,  Kelley.  I  think,  to  speak  perfectly  franldy,  Senator,  that  you 
can't  completely  divorce  the  two  markets. 

The  Chairman.  Of  course,  when  the  act  was  drawn  language  was 
written  into  it  intending  to  bring  about  such  a  divorcement. 

Mr.  Kelley.  No;  if  you  will  read  the  Congressional  Record  you 
will  see  Senator  Pomerene  made  the  exact  statement  I  am  maldng  now, 
or  practically  that,  and  it  was  made  all  through  the  Senate.  The 
guardiansliip  there,  and  the  restriction,  was  not  that  there  might  not 
be  an  effect  in  the  domestic  market  from  the  foreign  market,  but  that 
the  purview  of  the  act  would  protect  that  unless  it  was  done  intention- 
ally and  artificially.  Those  were  the  words  of  limitation  that  Con- 
gress put  in. 

Mr.  O'CoNNELL.  You  mean  intentionally  and  artificially  for  the 
purpose  of  affecting  the  domestic  market? 

Mr.  Kelley.  Right;  either  by  increasing  price  or  decreasing  it. 

Mr.  O'CoNNELL.  Of  course,  the  activities  that  you  were  undertaldng 
in  the  export  trade  were  artificially  and  intentionally  for  the  purpose 
of  affecting  the  export  price. 

Mr,  Kelley.  No  ;  and  as  a  matter  of  fact  after  this  pooling  arrange- 
ment went  through  the  price  went  down.     That  is  correct. 

Mr.  O'CoNNELL.  That  has  to  do  probably  with  the  effectiveness 
of  what  you  hoped  to  accomplish,  hasn't  it?  The  purpose  of  the 
transactions  in  the  export  trade  were  to  maintain  price  and  to  control 
the  markets  of  the  export  trade.     Wasn't  that  the  purpose? 

Mr.  Kelley,  No;  the  purpose  was  to  realize  the  equivalent  of  the 
domestic  price,  and  my  recollection  is  that  out  of  183  changes  in 
price  during  this  period,  the  export  market .  followed  the  domestic 
price;  the  domestic  market  did  not  follow  the  export  price.  The 
export  price  was  based  upon  the  f.  a.  s.  price  New  York  plus  the  c.  i.  f. 
charges,  generally  speaking, 

Mr,  ScoLL,  Mr.  O'Connell,  I  might  say  at  this  point  we  are  planning 
to  go  into  that  in  some  detail  later  on. 

In  connection  with  the  loan  to  facilitate  the  pool,  wasn't  there 
some  understanding  that  there  would  be  an  effort  made  to  curtail 
production?  I  refer  here  to  a  press  release,  which  I  believe  you  have 
a  copy  of,  in  the  Wall  Street  Journal,  February  8,  1921,  which  states: 

It  is  understood  that  in  the  course  of  the  negotiations  for  this  loan,  and  the 
analysis  of  underlying  conditions,  practically  all  the  important  copi>er  producers 
signified  their  intention  of  producing  only  about  40%  of  1918  output  during  1921. 

Well,  as  a  matter  of  fact,  of  course  they  produced  a  great  deal  less, 
but  my  point  is,  wasn't  that  a  factor  that  was  considered  by  the 
banks  before  they  made  the  loan,  or  at  the  time  they  were  making  it? 

Mr.  Kelley.  Not  to  my  recollection,  but  it  is  only  fair  to  state 
that  at  the  time  this  negotiation  was  on  I  was  not  in  New  York, 
although  I  participated  in  the  organization  plan.  I  had  no  conference 
myself  with  the  bankers, 

SHUT-DOWN  OF  UNITED  STATES  COPPER  INDUSTRY  IN  1921 

Mr.  ScoLL.  I  would  like  to  read  to  you  a  part  of  an  article  by 
Mr.  Agassiz,  copy  of  which  you  have.  Mr.  Agassiz  was  then  writing 
in  the  Sunday  Tribune,  New  York,  January  1,  1922.  Mr.  Agassiz,  I 
beheve,  was  the  president  of  Calinnet  &  Hecla  Mining  Co.,  and  presi- 
dent of  the  Copper  &  Brass  Research  Association  at  that  time. 
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Mr.  KELfiEY.  He  was. 
Mr.  ScoLL.  He  stated: 

It  was  no  simple  matter  to  close  down  the  copper  mines  of  the  country.  It 
was  a  momentous  decision,  carefully  thought  out,  and  carried  into  efifect  with  the 
greatest  reluctance.  It  meant  loss  of  employment  to  thousands  of  men  for  an 
indefinite  period,  a  class  of  men,  unfortunately,  who  are  least  able  to  stand  up 
against  such  reverses.  Many  of  the  men  thus  thrown  out  of  employment  had 
spent  their  lives  in  the  copper  regions,  had  built  their  homes  and  raised  their 
families  there.  If  there  had  been  any  possible  way  to  avert  the  situation  it  would 
have  been  followed,  but  there  was  not, 

My  only  point  in  continuing  this  discussion  is  to  bring  out,  if  that 
be  the  case,  that  these  negotiations,  the  bank  loan,  the  operation  of 
the  Association,  and  the  curtailment  program,  were  one  and  all  carried 
on  by  the  same  people  in  conferences  with  one  another,  if  that  be  the 
case.     Will  you  correct  me  if  I  am  wrong? 

Mr.  Kelley.  I  have  told  you  I  did  not  actually  participate  in  the 
conferences  myself.  I  know  in  our  own  individual  instance  that  our 
decision  to  close  down  came  as  a  result  of  the  recommendations  which 
I  made  from  Arizona  and  Montana,  and  I  was  in  the  West  when  it 
was  done. 

Mr.  ScoLL.  The  mines  reopened  in  1922,  I  believe. 

Mr.  Kelley.  Right. 

Mr.  ScoLL.  From  January  on.  Was  that  individual  action  inde- 
pendently taken,  or  was  there  general  discussion  on  the  situation 
determining  whether  it  was  a  good  time  to  open? 

Mr.  Kelley.  There  was  no  general  discussion  about  opening. 
Anaconda  led  the  way  on  reopening  its  mines  and  received  criticism 
from  most  of  our  colleagues  for  having  done  so. 

Mr.  Scoll.  At  that  time,  do  you  recall  whether  Anaconda  closed 
down  its  foreign  mines? 

Mr.  Kelley.  At  that  time  Anaconda  did  not 

Mr.  Scoll  (interposing).  1921  and  '22. 

Mr.  Kelley.  We  had  Greene  Cananea,  we  had  a  very  small  inter- 
est, 12  percent,  and  it  was  making  no  production;  Andes  was  not  in 
production,  and  I  don't  think  we  had  acquired  our  interest  in  the 
Chile  Copper  Co. 

Mr.  Scoll.  You  don't  know  whether  Chile  had  shut  down? 

Mr.  Kelley.  I  think  Chile  was  just  coming  along;  I  don't 
remember. 

Mr.  Scoll.  I  would  like  to  take  up  with  you  the  selling  policies  of 
Copper  Export  Association. 

The  Chairman.  Before  you  go  into  that,  may  I  interrupt  to  ask 
one  or  two  questions  which  have  been  suggested  by  the  article  from 
which  the  attorney  read?  This  article  was  written  by  President 
Agassiz  of  the  Calumet  and  Hecla  Co.  The  quotation  read  by 
counsel  seems  to.  me  to  go  to  the  very  heart  of  the  whole  problem 
that  this  committee  is  studying,  namely,  the  effect  of  our  economic 
machinery  upon  employment  for  the  masses,  which  in  turn  means  the 
effect  of  the  .economic  machinery  upon  the  use  of  capital.  We  have 
frequently  had  the  phrase  used  over  and  over  again,  "idle  men  and  idle 
money,"  and  how  to  use  the  two.     Let  me  read  that  again: 

It  was  no  simple  matter  to  close  down  the  copper  mines  of  the  country.  It 
was  a  momentous  decision,  carefully  thought  out,  and  carried  into  effect  with  the 
greatest  reluctance.  It  meant  loss  of  employment  to  thousands  of  men  for  an 
indefinite  period,  a  class  of  men,  unfortunately,  who  are  least  able  to  stand  up 
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against  such  reverses.  Many  of  the  men  thus  thrown  out  of  employment  had 
spent  their  lives  in  the  copper  regions,  had  built  their  homes  and  raised  their 
families  there.  If  there  had  been  any  possible  way  to  avert  the  situation  it  would 
have  been  followed,  but  there  was  not. 

Did  that  represent  the  attitude  also  of  Anaconda? 

Mr.  Kelley.  It  very  distinctly  did,  Senator,  because  most  of  us 
in  tnese  mining  organizations  realize  exactly  what  a  shut-down  means, 
because  we  have  lived  in  those  communities,  and  it  is  a  very,  very 
serious  thing. 

The  Chairman.  You  shut  down,  as  you  testified  a  little  while  ago, 
and  probably  that  was  true  of  this  one,  because  you  had  the  surplus 
stocks  on  hand  from  which  you  could  meet  your  purchase  demands? 

Mr.  Kelley.  Right,  May  I  quote  in  that  connection  from  a 
paragraph  in  a  document  that  was  referred  to  by  Mr.  Scoll. 

Our  loss  durmg  the  year,  as  I  recall  it,  was  $17,000,000.  That  is 
Anaconda  alone.  Here  was  the  situation ,  and  I  know  this  is  a  problem 
that  you  are  very  much  interested  in,  from  the  Committee's  stand- 
point: 

According  to  the  United  States  Geological  Survey,  stocks  of  copper  on  hand  at 
smelters  and  refineries  at  the  end  of  1920  aggregated  436,500  tons  as  compared 
with  452,000  at  the  end  of  1919. 

I  have  shown  that  that  stock  was  largely  transferred  during  that 
period  to  the  producers  rather  than  to  the  Government.  There  were 
371,000  tons  at  the  end  of  1918.  So  that  after  the  Association's  pur- 
chases of  200,000  tons,  that  is  the  copper  that  went  mto  the  so-called 
pool,  there  was  still  left  at  smelters  and  refineries  within  the  United 
States  available  for  domestic  consumption  236,500  tons,  which  is  more 
than  54  percent  of  the  total  stocks  on  hand  at  smelters  and  refineries 
within  the  United  States  at  the  end  of  1920,  and  there  was  nearly  7 
months'  supply — this  is  pertinent  to  your  question,  I  think.  Senator — 
for  all  domestic  requirements  if  the  latter  maintained  the  average  of 
the  domestic  consumption  for  1919  and  1920,  and  over  8  months' 
supply  for  all  domestic  requirements  if  the  latter  maintained  the 
average  of  the  domestic  consumption  for  the  pre-war  period  from  1909 
to  1914.  These  figures,  however,  do  not  adequately  show  the  supply 
left  available  for  domestic  consumption,  because  they  show  neither 
the  new  production  nor  the  enormous  quantity  of  scrap  copper,  brass, 
and  so  forth. 

The  Chairman.  Then  you  not  only  had  this  surplus  stock  on  hand 
to  meet  your  demand,  but  you  were  also  losing  money  during  that 
time. 

Mr.  Kelley.  Very  large  sums  of  money. 

The  Chairman.  Was  that  true  of  all  the  others? 

Mr.  Kelley.  Generally  I  would  say  that  was  so.  I  don't  believe 
that  during  that  particular  period  any  of  the  companies  were  making 
money. 

The  Chairman.  What  was  the  effect  of  closing  down  upon  the  profit 
and  loss  situation? 

Mr.  Kelley.  That  would  depend  upon  the  condition  in  each  indi- 
vidual company.  So  far  as  we  were  concerned,  it  involved  a  very 
heavy  expsnse.  We  have,  speaking  of  Montana,  underground  mines, 
long  levels,  tunnels,  crosscuts,  drifts,  that  have  to  be  maintained  and 
an  enormous  amount  of  pumping  to  do.  With  the  porphvies  it  is  a 
very  easy  thing  to  shut  down.    Our  budget  at  the  time  of  this  shut- 
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down — on  a  shut-down   basis — we  estimated  between  five  and  six 
hundred  thousand  dollars  a  month. 

The  Chairman.  Wliat  was  the  condition  of  the  foreign  market  at 
this  time? 

Mr.  Kelley.  The  foreign  demand  was  low,  and  the  market  was  in 
adjustment  with  the  domestic  market.  I  have  a  chart  which  shows 
that  very  well,  if  you  wish  to  proceed  with  that  now. 

The  Chairman.  I  don't  want  to  interrupt  the  continuity  of  your 
presentation,  Mr.  Scoll. 

Mr.  Scoll.  If  Mr.  Kelley  is  describing  the  foreign  situation  in 
1921,  that  is  quite  relevant  at  this  time. 

Mr.  Kelley.  The  foreign  consumption  of  copper  had  dropped 
I  haven't  the  figures  actually  separated  here  (referring  to  own  chart), 
but  it  shows  that  the  foreign  consumption  of  copper  and  the  total 
consumption  of  copper  had  dropped.     Have  you  copies  of  this? 

Mr.  Scoll.  No. 

The  Chairman.  Suppose  we  use  the  chart  which  has  already  been 
introduced  which  mav  be  just  as  effective  for  your  purpose.^  It  is  the 
one  on  -the  easle  behind  you,  Mr.  Kelley,  or  do  you  have  a  copy  of  it 
in  your  hand?  Now,  it  would  appear  from  this  chart  already  intro- 
duced by  counsel  that  consumption  both  in  the  United  States  and 
m  the  rest  of  the  world  for  1921  had  dropped  far  below  1,000,000  short 
tons.  In  1920,  the  consumption  had  been  in  excess  of  a  million  short 
tons.     You  see  the  column  to  which  I  am  referring? 

Mr.  Kelley.  Yes,  I  do.  I  have  it  on  our  own  chart  here  which  I 
can  follow  more  easily. 

Mr.  Scoll.  Senator,  may  I  offer  some  figures  which  may  be  helpful 
from  the  supporting  table  which  goes  with  the  chart — I  don't  know 
whether  you  have  the  supporting  table  there  or  not. 

Mr.  Kelley.  No,  I  don't  have  it  before  me. 

Mr.  Scoll.  It  shows  in  1920  consumption  in  the  rest  of  the  world 
was  483,000  short  tons;  in  the  United  States  it  was  668,000  tons.  In 
1921,  consumption  in  the  rest  of  the  world  was  451,000,  a  very  slight 
drop  from  483,000  to  451,000,  while  in  the  United  States  it  had  dropped 
to  327,000. 

The  Chairman.  That  is  apparent  from  the  chart  itself,  and  I  was 
going  to  call  attention  to  that.  You  have  designated  the  amount  of 
consumption  in  the  United  States  and  in  the  rest  of  the  world  by  a 
different  graph  in  each  column. 

Mr.  Kelley.  Yes,  we  have  substantially  the  same  thing  here,  and 
as  Mr.  Scoll  has  indicated,  the  enormous  drop  from  1919  through 
'20  and  '21  was  in  the  domestic  market  rather  than  in  the  foreign 
market. 

The  Chairman.  Now,  if  you  look  at  that  chart  as  a  whole,  you 
will  observe  that  it  appears  to  indicate — and  this  to  me  is  a  matter  of 
striking  interest — that  consumption  of  copper  is  increasing  abroad 
far  beyond  the  increase  in  the  United  States. 

Mr.  Kelley.  That  unquestionably  is  true,  and  it  has  been  main- 
tained clear  through  the  present  time.  The  production  of  copper 
which  used  to  be  in  the  United  States  in  excess  of  foreign  demand  is 
now  very  much  less. 

The  Chairman.  What  contributed  to  the  increase  of  consumption 
abroad  as  compared  with  consumption  in  the  United  States? 

1  Exhibit  No.  2100,  appendix,  p.  13394. 
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Mr.  Kelley.  The  economic  development  that  has  occurred  abroad 
during  the  past  20  years,  and  the  post-war  period  which  very  greatly 
outran  our  own  economic  advancement  in  that  time. 

The  Chairman.  What  are  the  principal  uses  of  copper?  This  is 
getting  a  little  bit  aside  from  your  line,  Mr.  Counsel. 

Mr.  Kelley.  Primarily  copper  in  quantity  goes  into  the  electrical 
industry  and  its  appliances. 

The  Chairman.  Are  we  to  assume  that  electrical  development 
abroad  is  exceeding  that  in  the  United  States  now? 

Mr.  Kelley.  We  are  to  assume  that  it  is,  but  that  is  not  to  say  that 
we  are  not  still  as  a  whole  far  ahead.  Let  me  illustrate  it  this  way, 
Senator:  The  per  capita  consumption  of  copper  in  the  United  States 
during  the  period  of  our  prosperity  or  prior  to  the  depression  averaged 
over  a  good  many  years  13  to  15  pounds.  Now,  that  went  into 
electric  lights,  telephones,  automobiles,  refrigerators,  and  the  various 
things  that  made  this  country  so  far  ahead  of  any  other  country  in  the 
world,  in  the  standard  of  living  and  the  standard  of  its  transportation 
and  communicating  systems.  Now,  we  reached  our  peak  in  1929,  so 
far  as  the  immediate  contemporaneous  period  is  concerned,  and  by 
1932  our  consumption  of  copper  had  gone  back  to  the  equivalent  of 
what  it  had  been  25  years  before.  On  the  other  hand,  in  Europe, 
western  Europe,  where  the  per  capita  consumption  of  copper  was  4 
pounds  to  6  pounds  in  countries  like  France — and  in  England  and 
Germany,  somewhat  higher— they  have  increased  their  per  capita 
consumption. 

The  Chairman,  This  chart  shows  just  what  you  say,  that  beginning 
in  1930  for  the  first  time,  but  continuously  ever  since,  foreign  consump- 
tion has  exceeded  domestic  consumption.  In  1930  it  may^have  been 
just  about  equal,  but  ever  since  it  has  exceeded  it;  and  why  that  should 
be  so  is  a  matter,  I  think,  of  great  interest. 

Mr.  Kelley.  Very  great  importance. 

Representative  Williams.  Let  me  interject  this,  if  I  may.  As  I 
read  that  chart,  the  same  thing  is  almost  exactly  true  with  reference 
to  the  production  as  well  as  the  consumption. 

Mr.  Kelley.  That  is  true. 

Representative  Williams.  There  is  a  strange  parallel,  it  seems  to 
me,  between  the  production  and  the  consumption. 

Mr.  Kelley.  The  United  States,  Congressman,  formerly  produced 
60  percent  of  the  copper  of  the  world.  In  1938  it  dropped  to  25 
percent.  What  were  the  reasons?  The  enormous  development  of  the 
foreign  copper  production  at  cheaper  cost  upon  the  whole  that  can  be 
made  in  the  United  States.  This  chart  .is  upon  a  somewhat  larger 
scale,  but  is  practically  the  same. 

The  Chairman.  You  were  about  lo  express  an  opinion  with  respect 
to  the  causes  for  the  increase  of  foreign  consumption. 

Mr.  Kelley.  May  I  ask  Mr.  Scoll  a  question,  please? 

The  Chairman.  Surely. 

Mr.  Kelley^  Do  you  think  it  would  be  permissible  to  use  the 
chart  (referring  to  own  chart)? 

Mr.  Scoll.  Go  right  ahead. 

Mr.  Kelley.  In  answer  to  the  Congressman's  question,  you  have 
before  you  a  chart,  a  smaller  copy  of  which  I  have  in  the  memorandum 
book  I  have  in  front  of  me.  You  will  observe  that  the  period  covered 
is  from  1890  to  1938,  and  you  will  observe  that  beginning  with  1890, 
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the  production  of  the  United  States  was  on  a  constantly  ascending 
line.  Taken  as  a  whole  there  were  intermissions,  but  the  trend  curve 
was  upward,  until  the  twenties.  We  got  up  as  high  as  sixty-odd 
percent,  you  will  observe,  in  1916,  which  was  during  the  war  period. 
In  1921,  you  have  reflected  there  the  shut-down  in  the  United  States. 
We  got  back  to  a  position  about  1924  or  1925  and  from  that  time  on, 
we  began  to  lose  position  until  1934  we  dropped  to  less  than  1920. 
In  1938,  we  came  back.  '  Now,  you  will  also  observe  on  that  chart 
the  extent  to  which  production,  other  than  the  United  States,  came 
into  the  market.  In  the  early  days,  it  was  comparatively  small. 
The  other  North  American  production  was  small,  and  that  shows  the 
manner  in  which  South  America,  Africa,  Europe,  Asia,  and  Australia 
have  come  in  to  make  up  the  total  production  of  the  world. 

The  Chairman.  May  I  just  interrupt  to  make  this  observation? 
The  chart  which  you  have  shown  us  indicates  that  from  1894  to  1927, 
with  the  sole  exceptions  of  the  years  1921 — that  single  year,  1921 — 
the  production  in  the  United  States  was  in  PYf^Rss  of  50  percent  of  the 
entire  world  production. 

Mr.  Kelley.  Correct. 

The  Chairman.  But  that  since  1927  we  have  been  falling  off  until 
in  1934,  our  production  amounted  to  considerably  less  than  20  percent 
— less  than  19  percent  of  the  total — but  since  that  time  it  has  shown  an 
increase,  although  1938  represented  about  22}^  percent  as  compared 
with  31  percent  in  1937. 

Mr.  Kelley.  Correct. 

The  Chairman.  Very  well,  proceed.  I  just  wanted  to  make  clear 
that  I  understood  the  summary. 

Mr.  Kelley.  Now,  as  to  the  reason,  of  course,  it  must  be  remem- 
bered that  that  chart  is  on  a  percentage  basis.  It  doesn't  mean  that 
the  actual  tonnage  has  dropped  that  much  of  itself,  but  it  does  mean 
that  the  outside  tonnage  has  increased  tremendously.  You  will  observe 
from  the  other  chart  that  the  stock  of  copper  was  held  in  the  United 
States  and  it  is  also  a  fact  beyond  contradiction,  I'm  sorry,  that  the 
recovery  in  the  United  States  from  the  depression  has  been  much 
slower  than  in  the  other  countries,  with  the  exception  of  France,  and 
as  copper  consumption  is  directly  a  corollary  of  general  industrial 
business  and  living  conditions,  it  accounts  for  the  drop  in  the  per 
capita  consumption  in  our  country. 

The  Chairman.  What  proportion  of  this  world  production  is  con- 
trolled by  American  producers? 

Mr.  Scoll.  Senator,  the  relative  shares  of  world  production  will 
be  brought  out  in  comiection  with  the  study  of  the  situation  from 
1930  to  1932.     This  material  was  goiog  to  be  brought  in  at  that  time. 

The  Chairman.  Very  well,  I  will  withdraw  the  question  at  tliis 
time.     Let  it  go  until  you  present  it  in  the  regular  order 

Mr.  Cox.  I  have  a  few  questions  about  the  1921  shut-down  that 
I  would  like  to  ask,  if  I  may.  I  think  you  testified  that  you  recom- 
mended to  the  Board  thnt  the  Anaconda  shut  down  its  mines.  Is 
that  correct?. 

Mr.  Kelley.  Yes. 

Mr.  Cox.  Do  you  recall  when  you  made  that  recommendation 
whether  the  other  large  producers  in  this  country  had  already  shut 
down  their  mines? 
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Mr.  Kelley.  I  don't  think  they  had. 

Mr.  Cox.  It  was  after  that  they  shut  down  their  mines. 

Mr.  Kelley.  It  was  after  Anaconda  shut  down  that  the  others 
shut  down. 

Mr.  Cox.  Do  you  recall  whether  after  you  made  the  recommenda- 
tion you  gave  any  consideration  at  all  to  the  question  whether  the 
other  companies  would  shut  down  their  mines  in  the  future? 

Mr.  Kelley.  I  did  not,  although  I  assumed  that  the  same  condi- 
tions that  compelled  us  to  do  so  would  likewise  compel  them  to  do  so. 

Mr.  Cox.  You  assumed,  then,  that  they  would  without  actually 
knowing.     Is  that  correct? 

Mr.  Kelley.  I  made  up  my  mind  as  to  that  shut-down  at  Inspira- 
tion, Ariz.,  and  there  was  no  other  copper  producer  present  when  I 
think  I  sent  word  to  Mr.  Ryan  that  a  shut  down  was  inevitable. 

Mr.  Cox.  Of  course,  you  testified  a  little  while  ago  that  you  were 
aware  at  that  time  that  the  shut-down  would  mean  hardship  to  your 
employees  and  that  was  a  matter  of  great  consideration  so  far  as  you 
were  concerned. 

Mr.  Kelley.  Yes,  sir. 

Mr.  Cox.  And  is  it  your  recollection  now  that  you  were  prepared  to 
make  the  recommendation  that  the  mine  be  shut  down  and  that 
hardship  be  inflicted  upon  your  employees  irrespective  of  the  question 
whether  any  other  copper  companies  would  shut  down  their  mines 
and  inflict  a  similar  hardship  upon  their  employees? 

Mr.  Kelley.  That  question,  if  I  understand  it,  should  be  answered 
this  way. 

In  my  opinion — I  was  at  Inspiration.  Inspiration  was  producing 
copper.  I  was  going  through  the  plant.  I  saw  where  they  were  build- 
ing a  sidetrack  out  in  the  yard,  a  new  sidetrack.  I  asked  the  purpose 
of  the  facility.  They  said,  "A  place  to  dump  more  copper."  And 
the  yard  was  filled  with  copper.  They  had  no  more  storage  room.  ^  It 
was  costing  8  cents  a  pound  to  put  that  product  into  copper.  The 
finances  of  the  company  would  have  been  jeopardized  if  we  had  con- 
tinued to  produce  copper.  If  a  shut-down  was  inevitable,  it  was  my 
judgment  that  it  should  come  at  a  time  of  year  when  it  would  work  the 
least  hardship  upon  our  employees,  and  my  hope  and  expectation  was 
by  making  the  recommendation  to  shut  down  when  I  did  in  the  spring, 
it  would  clear  the  way  to  renew  operations  in  the  fall. 

I  went  from  Inspiration  to  Tooele,  Utah,  and  found  the  same  situa- 
tion ;  went  up  to  Anaconda  and  found  it  there,  and  it  wa^  my  consid- 
ered judgment  that  not  only  from  the  standpoint  of  the  company  but 
from  the  standpoint  of  our  own  employees,  a  shut-down  at  that  time 
was  the  best  solution  to  the  difficulty,  and  that  would  have  been  done 
irrespective  of  any  other  company  in  the  United  States  shutting  down 
or  not. 

Mr,  Cox.  Then  if  I  understand  that  answer,  it  is  that  you  recom- 
mended the  shut-down  irrespective  of  the  question  whether  the  em- 
ployees of  any  other  copper  company  would  have  to  bear  a  similar 
burden,  is  that  correct? 

Mr.  Kelley.  If  you  wish  to  put  it  that  way;  yes. 

Mr.  Cox.  Well,  I  don't  wish  to  put  it  any  way  that  isn't  right. 

Mr.  Kelley.  The  prime  consideration  to  my  mind  was  our  own 
employees  and  our  own  situation.     I  did  not  consider  what   the 
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situation  of  the  employees  of  other  copper  companies  would  be. 
That  was  the  responsibility  of  their  executives. 

Mr.  Cox.  And  you  were  prepared  to  shut  down,  even  though  the 
others  should  keep  on  operating?     That  was  your  frame  of  mind? 

Mr.  Kelley.  Yes,  with  the  stock  of  copper  we  had  I  believed  that 
was  inevitable. 

Mr.  ScoLL.  Mr.  Kelley,  when  did  you  make  the  trip  as  you  recall? 

Mr.  Kelley.  It  was  about  the  period  when  the  negotiations  with 
the  bankers  on  this  pool 

Mr.  ScoLL  (interposing).  That  would  be  January  or  February  of 
1921.  Then  according  to  "Exhibit  No.  2110,"  ^  showing  the  shut- 
downs of  the  various  members  of  the  association,  your  advice  was 
taken  in  May,  because  the  last  month  for  Anaconda  production  is 
3,683,846  pounds.  I  might  add  that  there  was  a  considerable  drop 
from  March  to  April.  In  March  it  was  over  11,000,000  pounds  and 
in  April  it  was  approximately  3,000,000  pounds,  but  in  May  Anaconda 
had  shut  down. 

Now  was  it  just  a  coincidence  that  in  May  Anaconda,  Calumet  and 
Arizona,  Calumet  and  Hecla,  Chino,  Inspiration,  which  was  an 
Anaconda  affiliate,  Nevada  Consolidated,  North  Butte,  Phelps 
Dodge,  Ray  Consolidated,  United  Verde,  and  Utah  Copper  had  shut 
down,  when  all  of  those  mines,  with  the  exception  of  North  Butte 
and  Calumet,  had  been  operating  in  April  and  suddenly  shut  off 
production  in  May? 

Mr.  Kelley,  Of  course,  the  premise  is  wrong.  The  notice  to  the 
Anaconda  shareholders  was  sent  ojQScially  by  Mr.  Ryan;  that  was 
dated  on  March  29,  1921.  The  copper  that  was  produced  subse- 
quently was  the  inevitable  amount  that  comes  out  after  the  shut-down 
occurs,  which  occurs  at  the  mine.  What  you  are  reading  is  smelter 
production  which  would  follow  sometime  later.  Now  as  to  whether 
or  not  that  is  a  coincidence,  that  they  all  shut  down  together,  I  would 
say  that  the  same  circumstances  that  compelled  Ananconda  was 
known  to  every  other  one,  and  that  they  shut  down  certainly  as  a 
result  of  conditions  that  commonly  affected  every  unit  in  the  industry, 
and  if  there  was  any  concert  of  action  under  the  conditions  that 
prevailed,  I  am  sure  that  it  would  be  justified  as  a  matter  of  economic' 
necessity  and  supported  as  a  matter  of  law. 

The  Chairman.  Does  that  statement  carry  the  inference  that 
there  may  have  been  a  concert  of  action? 

Mr.  Kelley.  Senator,  vou  don't  want  me  to  guess  about  it, 
do  you?  I  note  that  Charley  Hayden,  who  was  the  chairman  of  the 
board  of  various  porphyries  companies,  gave  a  statement  that  was 
published  the  same  day  that  the  statement  of  Mr.  Ryan  was  published. 
I  never  interrogated  either  of  the  gentlemen  and  they  are  both  dead. 

The  Chairman.  They  probably  knew  what  was  going  on. 

Mr.  Kelley.  I  haven't  the  slightest  doubt  they  did. 

Mr.  O'Connell.  Mr.  Kelley,  a  little  earlier  you  were  good  enough 
to  tell  us  that  the  stock  on  hand  in  the  various  companies  which  were 
members  of  the  Export  Association  was  probably  a  very  important 
factor  in  their  determination  to  shut  down,  and  you  also  indicated 
that  the  four  nonmembers  of  your  Association,  which  did  not  shut 
down,  did  not  have  such  stocks.     Is  it  your  understanding  that  all 

>  Appendix,  p.  13424. 
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of  the  members  of  the  Export  Association  which  did  shut  down  did 
have  substantial  stocks? 

Mr.  Kelley.  It  is  my  understanding  because  th^  proceeds  from 
the  sale  of  the  debentures  was  distributed  unequally  but*  pretty 
generally — my  recollection  is — throughout  the  industry,  and  the 
amount  that  each  company  received  of  those  debentures  represented 
the  amount  of  copper  which  it  pledged  at  10  cents  a  pound  and  in 
no  case,  I  think,  was  it  more  than  half  the  stock,  the  other  half 
being  kept  for  domestic  sale. 

Mr.  O'CoNNELL.  Why  do  you  suppose  it  was  that  the  four  non- 
members  of  the  Association  happened  all  to  be  companies  that  had 
no  stocks,  and  that  apparently  all  the  members  of  the  association 
did?  Was  it  because  of  their  membership  in  the  Association  that 
they  had  stocks? 

Mr.  Kelley.  I  will  explain  that.  I  think  it  is  a  fair  question. 
The  two  very  small  companies  named  there — Wolverine  and  Mo- 
hawk— are  very  small  producers  of  lake  copper.  Lake  copper  is  a 
brand  of  copper  which  occupies  a  special  position  in  sales  because  of 
a  quantity  of  silver  that  is  contained  in  it.  It  is  imusually  adapted 
to  certain  purposes,  and  there  is,  generally  speaking,  always  an  outlet, 
particularly  for  a  very  small  quantity  of  lake  production.  I  would, 
therefore,  assume  that  neither  of  those  companies  had  any  stock. 
So  far  as  the  Miami  Copper  Co.  is  concerned,  I  say  without  any 
acrimony  I  don't  think  in  its  history  it  ever  had  any  stock.  It  with- 
drew from  the  Copper  Export  Association  because  it  would  not  be 
given  a  frontal  position  ahead  of  everybody  else.  The  purpose  stated 
by  Mr.  Lewisohn  was  that  Miami  did  .not  care  to  accumulate  any 
copper,  and  after  it  withdrew  it  sold  its  production,  and  it  sold  it  at 
a  very  small  fraction  under  the  official  export  price.  Understand, 
the  export  price  was  a  public  price.  Everybody  knew  it,  and  anybody 
who  wanted  to  chisel — to  use  a  frank  expression — could  do  so  by  cut- 
ting that  an  eighth  of  a  cent  a  pound. 

Mr.  O'CoNNELL.  There  are  two  words  I  would  like  to  get  cleared 
up.  One /is  the  use  of  the  word  "official"  in  connection  with  the 
export  price,  and  the  second,  the  use  of  the  word  "chisel."  I  suppose 
you  mean  synonymous  with  someone  who  would  undersell  that  official 
price. 

Mr.  Kelley.  Yes.  The  official  price  was  so  designated  in  the 
articles  of  the  Association  as  the  official  standard  electro  price  for 
copper  of  the  Copper  Export  Association,  and  that  was  known 
publically  all  over  the  world. 

Mr.  Scoll.  I  might  say  at  this  time  that  we  are  going  to  go  into 
the  prices  of  the  Copper  Export  Association. 

Mr.  O'Cqnnell.  I  will  wait. 

The  Chairman.  I  m&j  say  just  before  recessing  until  morning, 
so  that  we  can  go  into  thia  question  of  price  with  fresh  minds,  that  the 
testimony  developed  here  this  afternoon,  particularly  with  respect  to 
the  effect,  upon  employment  of  shut-downs,  seems  to  me  to  point  up 
the  central  problem  before  business  and  government  today.  Obvi- 
ously the  creation  of  this  Export  Association  was  brought  about  by 
the  growth  of  the  foreign  organizations  which  were  deaUng  in  this 
particular  commodity.  To  meet  that  organization,  the  business 
executives  in  the  copper  industry  caijae  to  Congress  and  asked  for  and 
received  authoritv  to  make  a  big  organization  itself,  and  then  there 
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was  the  combination.  Well,  a  lot  of  other  circumstances  intervened 
with  the  war.  Production  was  stepped  up,  your  stocks  were  accu- 
mulated, and  then  the  various  producing  organizations  in  the  United 
States  losing  money  found  it  necessary  to  shut  down. 

A  large  organization  cannot  be  expected,  any  more  than  an  indi- 
vidual, to  continue  operations  at  a  loss.  Apparently  large  organiza- 
tions make  every  effort  to  prevent  losses  and  to  do  that  they  frequently 
engage  in  practices  which  might  be  condemned  under  the  antitrust 
law. 

Sometimes  they  are  driven  to  it  as  a  matter  of  necessity ;  sometimes 
they  adopt  them  for  the  purpose  of  preventing  losses,  if  not  for  making 
profit.  But  when  all  is  said  and  done,  when  the  shut-down  comes  and 
the  employee  is  thrown  out  of  work,  he  finds  himself  utterly  unable  to 
support  himself  because  he  has  no  means  of  support  in  this  highly 
organized  and  complicated  modem  economic  society ;  and  the  problem 
before  us  all  is  how  to  stabilize  employment  so  that  this  distress  which 
was  so  well  outlined  by  Mr.  Agassiz  may  not  follow,  and  so  that  it 
won't  be  necessary  for  industry  to  shift  this  burden  as  it  does,  to 
government,  to  be  maintained  by  government  in  an  ineffective  and 
uneconomic  way  as  it  is  under  the  W.  P.  A. 

That,  of  course,  is  just  a  voluntary  contribution  by  the  chairman. 

Mr.  Kelley.  I  think  it  is  a  very  excellent  summary,  and  I  want 
this  gentleman  to  be  under  no  misapprehension  about  our  solicitude 
for  our  employees.  I  came  from  a  miner's  cabin,  so  I  know  what  it 
means. 

*Mt.  Scoll.  I  offer  in  evidence  the  article  by  R.  L.  Agassiz  entitled 
"Copper  Buying  Expected  to  be  Heavy  this  Year." 

The  Chairman.  It  may  be  received. 

(The  article  referred  to  was  marked  "Exhibit  No.  2111"  and  is 
included  in  the  appendix  on  p.  13426.) 

Mr.  Wolff.  May  we  offer  the  letter  to  the  shareholders  of  the 
Anaconda  Copper  Mining  Co.  to  which  Mr.  Kelley  referred  in  his 
testimony? 

The  Chairman.  It  may  be  received. 

(The  letter  referred  to  was  marked  "Exhibit  No.  2112"  and  is 
included  in  the  appendix  on  p.  13428.) 

The  Chairman.  The  committee  will  stand  in  recess  until  tomorrow 
morning  at  10  o'clock. 

(Whereupon,  at  4:45  p.  m.,  a  recess  was  taken  until  Wednesday, 
January  17,  1940,  at  10  a.  m.) 
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WEDNESDAY,  JANUARY    17,    1940 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C. 

The  committee  met  at  10:40  a.  m.,  pursuant  to  adjournment  on 
Tuesday,  Januarj^  16,  1940,  in  the  Caucus  Room,  Senate  Office  Build- 
ing, the  chairman.  Senator  Joseph  C.  O'Mahoney,  presiding. 

Present:  Senators  O'Mahoney,  chairman,  and  King ;  Representative 
WiUiams;  Messrs.  Pilce,  O'Connell,  and  Brackett. 

^Present  also:  Representative  Compton  I.  White  of  Idaho;  Walter  A. 
Janssen,  Department  of  Commerce;  M.  Quinn  Shaughnessy,  Securities 
and  Exchange  Commission;  Joseph  E.  Sheehy  and  Ellen  L.  Love,  Fed- 
eral Trade  Commission;  Theodore  J.  Kreps,  economic  adviser;  Samuel 
Moment,  economic  analyst;  and  David  E.  Scoll,  assistant  counsel  to 
the  committee. 

The  Chairman.  The  committee  will  please  come  to  order. 

Mr.  Scoll,  are  you  ready  to  proceed? 

Mr.  ScoLL.  I  am,  sir. 

TESTIMONY  OF  CORNELIUS  F.  KELLEY,  PRESIDENT,  ANACONDA 
COPPER  MINING  CO.,  NEW  YORK,  N.  Y.— Resumed 

Mr.  Scoll.  Mr.  Kelley,  just  before  the  session  of  the  committee 
adjourned  yesterday  we  were  talking  about  the  situation  at  the  time 
of  the  shut-down  in  1921.  Have  you  any  further  comment  that  you 
would  like  to  make  in  respect  to  that? 

Mr.  Kelley.  I  would,  Mr.  Scoll.  As  soon  as  the  shut-down  was 
decided  upon,  it  was,  of  course,  a  matter  of  paramoimt  interest  to 
look  after  the  welfare  of  the  employees.  I  went  to  Butte  and  pro- 
ceeded to  organize  there.  I  first  took  up  the  question  in  Butte  with 
the  local  bankers,  and  I  advised  them  that  to  the  extent  that  the  mer- 
chants of  Butte  extended  credit  to  our  employees  within  reasonable 
restriction,  we  would  guarantee  the  credit  of  the  merchants.  I  called 
the  merchants  together  and  we  evolved  a  plan  under  which  it  was 
proposed  that  ths  necessities  to  the  families  would  be  furnished,  upon 
our  guarantee.  This  was  also  done  in  Anaconda,  but  in  a  little  diner- 
ent  way,  because  there  we  had  a  more  dir'^ct  contact  with  th  t  entire 
population,  piactically  all  of  the  people  in  that  town  being  employed 
by  our  company,  and  there  it  was  done  directly  between  the  merchants 
and  the  local  management. 

A  very  careful  system  was  worked  out  covering  the  necessities  of 
the  family,  from  those  where  there  was  simply  a  man  and  his  wife,  to 
those  families  that  had  a  number  of  children. 

Dependent  upon  the  size  of  the  family,  the  credits  were  arranged 
so  that  during  the  period  of  the  shut-down  there  should  be  as  little 
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distress  as  possible.  This  also  was  done  in  Great  Falls.  The  result 
was  that  we  alleviated,  as  far  as  we  reasonably  could,  the  economic 
consequences  of  the  shut-down,  and  I  was  very  happy  at  the  result 
because  as  soon  as  operations  were  resumed  tne  bills  that  had  been 
incurred  by  the  employees  from  the  merchants  were  paid  back  by 
them  almost  without  exception,  and  it  cost  us  very  little  money  in 
the  aggregate. 

The  same  organization  pertained  as  far  as  medical  services  and 
hospitalization  was  concerned. 

Eepresentative  Williams.  How  many  employees  were  there  in- 
volved in  that  shut-down? 

Mr.  Kelley.  In  our  case  in  Montana  I  should  say  approxi- 
mately 1,5,000. 

Representative  Williams.  Did  those  same  employees  go  back  to 
work  when  the  mine  opened? 

Mr.  Kelley.  It  was  an  extraordinary  thing.  Congressman,  that 
almost  without  exception  (and  this  was  particularly  true  at  Great 
Falls  and  Anaconda)  there  was  almost  100  percent  of  the  men  who 
were  on  the  pay  roU  at  the  shut-down  who  resumed  when  •  the 
whistle  blew. 

Representative  Williams.  How  long  was  that  shut-down? 
Mr.  Kelley:  About  9  months. 

Representative  Williams.  And  during  that  time  did  these  em- 
ployees have  no  other  employment  at  all? 

Mr.  Kelley.  Oh,  no;  in  a  great  many  instances  the  employees 
left,  and  in  the  summer  months,  in  Montana,  there  is  usually  employ- 
ment outside.  As  a  matter  of  fact,  our  miners,  irrespective  of  shut- 
downs, are  encouraged  by  us  to  seek  outside  emplojrment  during 
the  summer  as  a  more  healthful  occupation  than  working  in  the 
mines.  There  are  a  great  many  small  farms  and  ranches;  there  is  a 
very  large  haying  season;,  and  there  was  a  good  deal  of  roadwork  and 
outside  construction  going  on  during  the  summertime;  so  that  we 
watched  the  savings  accounts  in  the  banks  and  were  very  much 
surprised  at  how  little  diminution  occurred  in  the  accounts  because 
of  the  fact  that  these  men  were  able  to  secure  outside  employment. 
Representative  Williams.  As  a  result  of  it  there  was  really  no 
serious  social  or  economic  problem  resulting  from  that  shut-down. 

Mr.  Kelley.  No  serious  one.     I  don't  pretend  to  say  that  it  was 
not  felt.     It  was.    The  distress  was  alleviated. 
The  Chairman.  And  there  was  distress? 

Mr.  Kelley.  I  have  no  doubt  that  families  felt  the  pinch  of  the 
reduced  income. 

The  Chairman.  Do  you  suppose  all  of  these  men  who  were  laid 
off  had  savings  accounts? 

Mr.  Kelley.  A  great  many  of  them  did  in  Anaconda  and  Great 
FaUs.  The  employment  in  those  communities  is  very  much  more 
stable  than  in  the  mining  sections. 

The  Chairman.  The  picture  that  you  draw  is  very -much  different 
from  that  drawn  by  Mr.  Agassiz  in  this  article  which  was  introduced 
in  the  repord  yesterday,  isn't  it?  ^ 

Mr.  Kelley.  I  don't  know  what  the  Calumet  &  Hecla  Co.  did. 
The  picture  drawn  by  Mr.  Agassiz  is  unquestionably  a  correct  general 
statement,  but  from  my  knowledge  of  the  management  of  Calumet 

«  "Exhibit  N^  2111,"  appendix,  p.  13428. 
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&  Hecla,  aud  its  history,  I  am  sure  they  did  something  similar. 
There  was  no  program  that  was  adopted  "^generally,  and  I  don't  know 
what  other  mining  companies  did. 

The  Chairman.  What  was  done  was  doner  as  a  matter  of  grace, 
wasn't  it?  There  was  nd  obhgation  upon  any  of  these  companies  to 
take  care  of  the  men  when  they  were  laid  off. 

Mr.  Kelley.  Senator,  there  was  no  legal  obligation. 

The  Chairman.  That  is  what  I  mean;  so  it  w^s  done  as  a  matter 
of  grace? 

Mr.  Kelley.  As  a  matter  of  moral  obhgation  I  would  say. 

The  Chairman.  You  had  a  feeling  that  you  would  like  to  do  it 
and  you  did  it. 

Mr.  Kelley.  I  would  like  to  distinguish  between  a  matter  of 
grace  and  a  sense  of  responsibihty. 

The  Chairman.  I  wiU  accept  that  distinction  but  I  am  trying  to 
make  clear  that  there  was  no  obhgation. 

Mr.  Kelley.  There  was  no  legal  obhgation. 

The  Chairman.  That  is  right.  Have  you  yourself,  as  head  of  the 
Anaconda,  or  do  you  know  of  any  other  executives  who  have  considered 
the  possibihty  or  the  desirabihty  of  making  it  a  matter  of  legal  obhga- 
tion, or  some  obhgation  of  a  greater  force,  to  maintain  workers,  when 
economic  disasters  or  reversals  of  this  kind  -come? 

Mr.  Kelley.  I  think  we  have  all  given  consideration  to  that 
problem. 

The  Chairman.  Do  you  think  it  could  be  worked  out? 

Mr.  Kelley.  I  think  it  would  be  very  difficult  to  work  it  out. 

The  Chairman.  Do  you  think  it  would  be  desirable? 

Mr.  Kelley.  Extremely  so. 

The  Chairman.  You  have  heard  the  discussion  about  the  so-called 
annual  wage? 

Mr.  Kelley.  Yes. 

The  Chairman.  Would  that  be  a  difficult  schem6  to  foUow? 

Mr.  Kelley.  It  would  be  very  difficult  unless  you  would  also  be 
assured  of  annual  employment. 

The  Chairman.  Now,  during  the  shut-down,  of  course,  there  is 
no  lay-off  of  certain  groups  of  employees — those  in  the  administrative 
branch. 

Mr.  Kelley.  Well,  there  is  never  a  complete  lay-off  because  tCh 
the  greatest  extent  possible — in  our"  case,  I  am  only  speaking  of 
Anaconda — during  the  periods  of  the  shut-down  we  not  only  keep 
on  very  large  maintenance  crews,  but  we  endeavor  to  do  as  much 
underground  development  as  possible  in  order  that  we  may  keep  as 
many  people  employed  and  that  we  may  take  advantage  of  a  period 
of  nonproduction  to  do  prospecting,  as  it  is  called. 

The  Chairman.  The  maintenance  crew  is  the  crew  that  maintains 
the  property?  _  ^> 

Mr.  Kelley.  Yes,  and  in  the  case  of  underground  mines,  that  is 
a  very  substantial  number  of  employees. 

The  Chairman.  And,  of  course,  that  is  a  very  necessarv  work 
because  you  find  it  essential  to  maintain  in  the  highest  possible  state 
of  efficiency  the  material  possessions  and  instrumentaUties  of  the 
company. 

Mr.  Kelley.  Right. 
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The  Chairman.  But  so  far  as  the  human  mstrumentalities  are 
concerned,  why  they  may  shift  for  themselves  except  for  this  moral 
obligation? 

Mr.  Kelley.  Well  of  course — all  right,  fairly,  yes. 

The  Chairman.  That,  to  me,  is  one  of  the  serious  problems  about 
this  industrial  question. 

Now  I  recognize  the  diflSculty  with  which  you  are  confronted, 
nevertheless. 

Senator  King.  If  the  ore  deposits  are  worked  out  there  is  nothmg 
else  there  except  a  shell,  as  in  the  case  of  many  mines;  there  is  no 
alternative  other  than  to  shut-down. 

Mr.  Kelley.  No,  every  mine,  no  matter  how  big  or  little,  ulti- 
mately comes  to  an  end. 

Senator  King.  Isn't  it  true  in  Utah,  Nevada,  Idaho,  California, 
there  are  many  so-called  ghost  cities  in  which  the  ores  have  all  been 
extracted  and  the  mines  have  closed  down,  the  houses  indeed  have 
been  burned  up  or  carried  away.  There  are  no  houses  in  towns  which 
formerly  had  three,  four  or  five  thousand  people? 

Mr.  Kelley.  The  mountains  are  studded  out  there  with  such 
instances. 

The  Chairman.  We  have  them  in  Wyoming,  too 

Senator  King.  We  don't  blame  the  owners  of  tL^.  properiy,  many 
of  whom  worked  in  the  mines,  when  they  shut  down  because  of  no 
market  for  the  ore,  if  it  is  of  such  low  grade  as  not  to  be  workable. 

Mr.  Kelley.  It  is  a  necessary  evil  of  the  industry. 

Senator  King.  The  mine  owners  and  operators  never  close  down 
deliberately^;  they  do  it  because  of  the  lack  of  markets  or  conditions 
beyond  their  control. 

The  Chairman.  Or  perhaps  they  have  surplus  stocks  and  don't 
have  to  mine. 

Mr.  Kelley.  When  they  have  surplus  stock  it  is  a  result  of  con- 
tinued employment  beyond  the  point  of  necessity. 

The  Chairman.  You  may  proceed. 

PRICE  POLICIES  OF  THE  COPPER  EXiPORT  ASSOCIATION 

Mr.  ScGLL.  Before  taking  up  the  question  of  prices  under  the 
Copper  Export  Association  and  the  price  policies  of  the  association, 
I  would  like  to  summarize  the  influences  that  affected  the  domestic 
supply  of  cooper  sold  in  export  trade  at  that  time. 

The  sales  agreement  between  members  of  the  association  and  the 
Copper  Export  Association,  Inc.,  dated  as  of  June  15,  1920  contains 
the  following  provision: 

Beginning  the  date  of  this  agreement  and  ending  December  31,  1930,  subject, 
however,  to  the  provisions  of  Articles  12  and  13  hereof,  the  producer  shall  not 
sell  any  export  copper  whatsoever  except  to  the  Association. 

Am  I  correct",  Mr.  Kelley,  in  interpreting  that  to  mean  that  from 
that  point  on  the  Copper  Export  Association  became  the  exclusive 
selling  agency  for  the  members  in  the  export  trade? 

Mr.  Kelley.  1  would  think  that  was  true. 

Mr.  ScoLL,  And  they  would  not  sell  except  through  the  Associa- 
tion? 

Mr.  Kelley.  Right.  I  think  that  was  restricted,  Mr.  Scoll,  to 
the  European  market.  I  think  the  producers  continued  to  sell  to  the 
Orient. 


CONCENTRATION  OF  ECONOMIC  POWER  13147 

Mr.  ScoLL.  The  European  market,  however,  was  the  principal 
market? 

Mr.  Kelley.  Yes. 

Representative  Williams.  Right  in  that  connection — it  is  perhaps 
in  the  record  but  I  don't  recall  the  figure — what  percent  of  the  local 
producers  in  volume  were  members  of  the  association — in  volume  of 
production,  I  mean? 

Mr.  Kelley.  I  think  that  a  chart  was  introduced  that  showed  that. 
If  not,  I  would  say  approximately  almost  90  percent  at  one  time.  The 
chart  showed  85,  down  to  60.  That  was  the  equivalent  of  54  percent 
of  the  world  production. 

Mr.  Scoll.  The  staff  of  the  committee  has  prepared  from  figures 
compiled  by  Mr.  Eckert,  former  manager  of  the  Copper  Export 
Association,  under  the  direction  of  Mr.  Kelley,  a  table  showing  the 
share  of  stocks  of  refined  copper  in  North  and  South  America,  held  in 
the  pooling  arrangement  by  Copper  Export  Association,  Inc.,  monthly, 
1921  to  1923.     You  have  a  copy  of  that,  haven't  you? 

Mr.  Kelley.  I  think  I  have. 

Mr.  Scoll.  Before  introducing  this  table  into  the  record  1  should 
like  to  point  out  that  as  of  March  1921,  the  pool  held  for  sale  in  the 
export  trade  55  percent  of  the  total  refined  stocks  in  North  and  South 
America,  and  that  percentage  increased  gradually  until  by  July  1922, 
the  pool  held,  roughly,  69  percent  of  the  stocks.  Thereafter  it  dimin- 
ished until  August  1923,  when  the  pool  had  completely  disposed  of 
all  the  stocks  which  it  held,  and  it  no  longer  held  any  part  of  the 
excess  copper  reserve. 

I  might  add,  that  according  to  the  testimony  already  in  the  record, 
the  last  debentures  were  called  in  February  1923,  and  the  pool  finally 
liquidated  in  1923. 

I  offer  this  table  for  the  record. 

The  Chairman.  It  may  be  received. 

(The  table  referred  to  was  marked  "Exhibit  No.  2113"  and  is  in- 
cluded in  the  appendix  on  p.  13429.) 

Mr.  Kelley.  May  I  say,  Mr.  Scoll,  that  I  do  not  follow  your  inter- 
pretation of  this  particular  exhibit.  As  I  read  it,  the  total  refined  stock 
is  given  in  the  first  column  and  the  amount  that  was  actually  pooled 
for  export  trade  bears  the  percentage  to  the  total  that  you  said. 

Mr.  Scoll.  That  is  con-ect. 

Mr.  Kelley.  If  there  is  a  correction  we  will  ask  leave  to  make  it 
later. 

Mr.  Scoll.  Perhaps  I  might  add  by  way  of  further  explanation  that 
while  the -amount  of  stocks  held  in  the  pool  decreased,  similarly  there 
was  a  decrease  in  the  total  of  refined  stocks;  but  the  decrease  in  the 
total  was  not  as  great  as  the  decrease  in  the  pool,  and  hence  the 
percentage  in  the  pool  increased. 

Mr.  Kelley.  There  was  a  reason  for  that.  When  the  debentures 
were  issued  they  had  a  fixed  maturity  and  there  was  a  fixed  ratio  of 
sales  assigned  to  the  payment  of  the  debentures.  The  idea  was 
to  pay  off  the  debentures  as  rapidly  as  possible,  and  therefore  sales 
were  allocated  to  the  pool  and  it  decreased  rapidly,  so  that  by  the 
month  of  August  1923,  the  pooled  copper  disappeared. 

The  Chairman.  Mr.  Kelley,  you  may  have  the  table  examined  and 
submit  any  corrections  that  you  desire  or  any  criticism  of  the  exhibit. 

Senator  King.  As  I  understood  your  testimony  yesterday,  that 
pooled  stock  of  copper  was  owned  by  a  number  of  corporations  and 
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companies,  and  they  were  heavily  involved,  and  a  loan  of  $40,000,000, 
or  a  very  large  sum,  was  obtained  upon  the  pooled  stocks ;  and  so  there 
was  an  understanding  that  the  stock  should  be  sold  in  order  to  meet 
the  debentures,  and  of  course  with  reference  to  the  quantity  or  per- 
centage that  each  organization  had  in  the  pool,  his  share  would  be 
sold  and  he  would  receive  his  share  of  the  proceeds  resulting  from  the 
sale. 

Mr.  Kelley.  Right. 

Mr.  ScoLL.  I  believe  you  have  before  you  now,  Mr.  Kelley,  photo- 
static copies  of  cables  sent  to  Berlin  by  the  Copper  Export  Association. 
These  copies  were  taken  from  the  files  of  the  Department  of  Justice 
and  I  would  like  to  read  certain  of  them  and  ask  Mr.  Kelley  to 
comment,  and  then  later  supply  a  certified  copy  for  the  record. 

The  Chairman.  Do  you  mean  a  certificate  that  these  are  taken 
from  the  files  of  the  Department  of  Justice? 

Mr.  ScoLL.  Yes. 

The  Chairman.  Does  the  witness  recognize  them? 

Mr.  Kelley.  I  never  saw  these  or  heard  of  them  until  Mr.  Scoll  was 
good  enough  to  furnish  me  with  a  copy  of  them.  They  were  cables, 
as  I  understand  it — I  have  no  direct  knowledge 

The  Chairman  (interposing).  I  was  merely  trying  to  identify  the 
material  so  that  you  can  testify  with  respect  to  it. 

Mr.  Kelley.  I  don't  doubt  its  accuracy,  although  I  have  no 
personal  knowledge  about  it. 

The  Chairman.  You  are  assuring  the  committee  that  they  were 
taken  from  the  files  of  the  Department  of  Justice  and  you  will  file 
with  the  committee  a  certificate  to  that  effect? 

Mr.  Scoll.  I  will,  sir,  and  I  am  offering  them  not  to  prove  the  facts 
contained,  but  merely  to  question  Mr.  Kelley  with  respect  to  their 
relation  to  policies  of  the  Association. 

The  Chairman.  Very  well. 

Mr.  Scoll.  You  will  notice  on  page  2,  a  cable,  May  21,  1920,  which 
reads  [readmg  from  "Exhibit  No.  2114"]: 

We  are  not  very  anxious  about  the  present  situation  Londdn  market.  It  will 
run  its  course  and  in  due  time  we  shall  do  business  there.  Meantime  we  have 
withdrawn  from  the  market  and  are  not  meeting  competition. 

The  next  sentence  says: 

We  feel  differently  with  regard  to  your  market  and  authorize  you  to  meet  any 
fair  competition  on  a  conservative  basis — 

and  so  on — the  rest  is  not  material.  I  presume  that  that  has  reference 
to  the  fact  that  the  conditions  in  Berlin,  London,  and  other  markets 
were  somewhat  different  at  that  time. 

Mr.  Kelley.  Well,  Mr.  Scoll,  I  reaUy  haven't  any  recollection. 
These  cables,  may  I  say,  were  sent,  I  am  assured,  by  Joseph  Clendenia. 
Joseph  Clendenin,  God  rest  his  soul,  was  the  chairman  of  the  selling 
committee,  and  all  of  the  copper  men  here  will  recognize  the  aggressive- 
ness of  Joe  as  a  salesman.  These  are  sales  telegrams  from  Mr. 
Clendenin  to  his  agents  or  his  representatives  abroad.  I  wouldn't 
vouch  entirely  for  the  accuracy  of  his  statement. 

Mr.  Scoll.  But  as  chairman  of  the  sales  committee,  Mr.  Kelley, 
he  had  the  job  of  carrying  out  the  sales  policies  of  the  Association, 
had  he  not?  " 

Mr.  Kelley.  He  had  charge  of  carrying  out  the  sales.  I  don't 
think  he  had  much  to  do  really  with  the  general  policies. 
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Mr.  ScoLL.  And  such  sales  policies  as  he  put  into  effect  were  sales 
policies  of  the  organization,  were  they  not? 

Mr.  Kelley.  They  were  so  far  as  Mr.  Clendenia  and  his  subordi- 
nate agents  were  concerned;  yes. 

Mr.  ScoLL.  Now  these  subordinate  agents  were  agents  of  the  Asso- 
ciation in  Europe? 

Mr.  Kelley.  They  were  the  agents  through  which  the  Association 
did  business  in  various  parts  of  Europe. 

Mr.  ScoLL.  And  the  instructions  which  he  gave  the  agents  were  in- 
structions of  the  association,  were  they  not? 

Mr.  Kelley.  For  their  purpose  I  assume  they  were.  There  is  one 
interesting  comment  I  would  like  to  make  upon  these  cables.  They 
show  what  might  interest  particularly  the  Congressman,  and  that  is 
the  intensity  of  the  competition  during  aU  this  time  abroad,  both  with 
the  dealers  in  the  London  metal  markets  and  with  the  outside  copper — 
that  is  true. 

Mr.  ScoLL.  Yes,  they  do;  I  think  that  is  well  brought  out,  but  there 
are  also  a  couple  of  other  points  that  I  think  I  would  like  to  bring  out. 

The  Chairman.  May  I  ask  at  this  point  whether  we  are  to  under- 
stand Mr.  Kelley  as  intimating  that  too  much  reliance  will  not  be 
placed  upon  the  statements  of  sales  agents? 

Mr.  Kelley.  I  think  that  is  a  fair  deduction.  Senator. 

Mr.  ScoLL.  Except  in  this  case  Mr.  Clendenin  was  the  chairman  of 
the  sales  committee  and  the  carrying  out  of  policies  of  the  association 
was  in  his  hands,  unless  Mr.  KeUey^wishes  to  contradict  me. 

Mr.  Kelley.  When  you  say  "policies,"  I  say  that  Clendenin's  au- 
thority and  the  authority  of  the  sales  committee  was  limited  to  selling; 
they  had  nothing  to  do  with  the  general  policies. 

Mr.  ScoLL.  Quite  right,  but  it  is  only  selling  I  am  talking  about. 

Mr.  Kelley.  Then  I  agree. 

Mr.  ScoLL.  On  page  3  of  this  list  is  another  cable  dated  March  15, 
1921  [reading  from  "Exhibit  No.  2114"]: 

Cannot  clearly  see  our  way  meet  competition  at  the  present  time.  We  may  if 
it  is  a  business  of  considerable  importance. 

That  is  a  cable  dated  March  15,  1921.  It  will  be  noted  that  the 
pool  was  formed  in  February  1921. 

On  page  4  there  is  a  cable  dated  June  7,  1921,  to  Berlin.  I  might 
add  that  all  of  these  cables  were  to  Berlin. 

Do  not  care  to  withdraw  from  the  market  entirely.  We  leave  it  to  you  asking 
price. 

The  rest  of  it  I  don't  believe  is  material. 

Mr.  Kelley.  You  know,  it  shows  a  valiant  rear  guard  action.  Mr. 
Clendenin  started  with  a  price  of  18%,  New  York,  and  after  a  struggle 
we  get  down  to  where  this  last  cable  abandoned  the  effort  and  said  they 
would  leave  the  price  to  the  agent,  and  it  was  12}^. 

Senator  King.  He  didn't  impress  your  selling  capacity  very  much 
on  the  buyers  of  copper,  then. 

Mr  Kelley.  He  did  not.  Senator. 

Senator  King.  The  price  of  copper  was  according  to  the  demand, 
and  if  there  was  the  right  demand,  then  the  sales  were  dead  and  the 
prices  would  go  down  as  the  competition  increased  from  independent 
sources  and  with  pressiu-e  to  sell  the  stock  that  was  on  hand. 

Mr.  Kelley.  Right. 
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Mr.  O'CoNNELL.  I  might  add  that  that  was  in  spite  of  and  not  be- 
cause of  the  efforts  of  the  association.     Isn't  it  fair  to  say  that? 

Mr.  Kelley.  Right. 

Mr.  ScoLL.  And  again  on  February  7,  1922,  Mr.  Clendeniu  cabled, 
"We  are  not  anxious  sellers." 

I  would  like  to  offer  this  list  of  cables  at  this  time,  with  the  privilege 
of  substituting  a  certified  copy. 

(Senator  Kmg  assumed  the  Chair.) 

Acting  Chairman  King.  No  objection.  Have  you  any  comment 
further  to  make  upon  these  cables,  Mr.  Kelley? 

Mr.  Kelley.  No,  I  think  not,  Senator;  I  think  they  speak  for 
themselves. 

Acting  Chairman  King.  You  can  examine  them  and  then  when  a 
certified  copy  is  produced,  or  before,  if  you  care  to  make  any  com- 
ment from  it,  I  think  the  committee  will  give  you  an  opportunity. 

(The  list  referred  to  was  marked  "Exhibit  No.  2114"  and  is 
included  in  the  appendix  on  p.  13429.) 

Mr.  ScoLL.  At  this  time,  I  would  like  to  read  to  the  committee 
some  figures  from  a  table  prepared  by  Mr.  Eckert,  former  manager 
of  the  Copper  Export  Association,  under  the  direction  of  Mr.  Kelley, 
and  at  our  request.  This  table  is  entitled,  "Production,  Export 
Shipments,  and  Stocks  of  Refined  Copper,  North  and  South  America, 
Distributed  According  to  Quantities  Controlled  by  Members  of 
Copper  Export  Association,  Inc.,  and  Others,  Monthly,  1921-23." 

I  might  add  that  these  are  stocks  reported  by  refiners.  It  shows 
that  in  June  1921,  the  Copper  Export  Association  controlled  47  per- 
cent of  the  exports  from  North  and  South-  America  of  refined  copper. 
It  controlled  at  that  time  55  percent  of  the  production.  We  move 
ahead  to  February  1922,  and  we  find  Copper  Export  controlled  39 
percent  of  the  exports,  while  it  controlled  62  percent  of  the  produc- 
tion. 

Finally,  the  average  for  1923 — Copper  Export  controlled  54  per- 
cent of  the  exports  to  Europe,  while  it  controlled  74  percent  of  the 
production. 

I  would  like  to  offer  this  for  the  record. 

Acting  Chairman  King.  It  will  be  received. 

(The  table  referred  to  was  marked  "Exhibit  No.  2115"  and  is 
included  in  the  appendix  on  p.  13437.) 

Mr.  Kelley.  I  should  merely  like  to  add  to  what  Mr.  Scoll  has 
said. 

Mr.  Scoll.  May  I  summarize  first,  and  then  you  may  comment? 
I  would  like  to  ask  whether  these  cables  we  have  read  from  and  this 
table  do  not  indicate  that  Copper  Export  Association  in  trying  to 
meet  the  competitive  situation  was,  as  put  in  the  cables,  taking  the 
position  of  a  reluctant  seller — in  other  words,  whether  Copper  Export 
Association  was  or  was  not  an  anxious  seller  during  this  period. 

Mr.  Kelley.  Well  my  answer  to  that  would  be  that  Copper  Ex- 
port Association  was  always  a  very  interested  seller,  and,  yes,  they 
were  anxious  sellers. 

Mr.  Scoll.  But  weren't  they  holding  back  for  better  prices? 

Mr.  Kelley.  They  certainly  were  not  dumping  their  copper,  al- 
though, as  I  said,  it  was  a  rear  guard  fight,  and  I  should  like  to  point 
out,  Mr.  Scoll,  in  addition  to  the  figures  that  you  have  given  for  the 
percent  of  export  production  and  export  shipments,  that  during  that 
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same  time  those  members  of  Copper  Export  Association  were  holding 
from  85  to  94  percent  of  the  stocks. 

-  Acting  Chairman  King.  And  during  that  period  the  price  of  copper 
went  down  to  12  cents,  as  I  understand  it. 

Mr.  Kelley.  The  price  of  copper  continued  to  go  down.  The 
market  was  very  narrow. 

Mr.  ScoLL.  That  merely  emphasizes  the  point. 

Mr.  Kelley.  Right;  and  the  people  that  were  running  their  mines, 
as  shown  by  the  exhibit  yesterday,  were  crowding  their  small  produc- 
tion on  the  market.' 

Acting  Chairman  King.  If  you  had  crowded  too  much,  and  the 
efforts  to  sell  had  been  too  great,  you  would  have  absolutely  destroyed 
the  market,  would  you  not? 

Mr.  Kelley.  It  would  have  collapsed. 

Representative  Williams.  I  would  like  to  ask  you  a  question, 
whether  or  not  the  price  of  copper  declined  during  the  period  from 
'21  to  '23.     Is  that  what  I  understand? 

Mr.  Kelley.  Yes. 

Representative  Williams.  That  was  not  my  recollection  of  what 
the  chart  showed.     I  may  be  mistaken  about  it. 

Mr.  ScoLL.  The  price  declined  until  the  middle  of  1921.  There- 
after, it  rose. 

Representative  Williams.  That  is  what  I  am  talking  about,  the 
period  from  '21  to  '23. 

Mr.  Kelley.  There  were  several  price  movements  during  that 
period.  It  isn't  fair,  I  think,  to  say  it  did  one  thing.  It  fluctuated. 
I  have  a  chart  which  shows  here  the  price  of  copper  daily  over  the  en- 
tire period  we  are  discussing,  f.  a.  s.  refinery,  Atlantic  seaboard,  which 
is  the  domestic  price,  and  the  price  of  the  copper  exported,  and  the 
relation  between  the  two.^ 

Mr.  Scoll.  If  I  may  interrupt,  the,  relation  between  the  two  is 
what  we  axe  going  to  ^et  to  now.  If  you  were  going  to  discuss  that, 
perhaps  we  can  best  discuss  it  in  order. 

Mr.  Kelley.  All  right. 

Representative  Williams.  The  reason  I  asked  that  question,  I 
was  under  the  impression  from  what  the  chart  showed  there  was  a 
general  trend  upward  from  the  middle  of  '21  until  perhaps  '31,  a 
general  trepd. 

Mr.  Kelley.  In  the  beginning,  the  highest  price  in  1921  was  reached 
in  June.  Let  me  modify  that  this  way.  May  I  give  you  the  price 
trend  during  the  year  '21  ?  We  start  the  year  with  a  price  of  between 
12  and  13  cents.  The  price  declined  until  the  month  of  March,  at 
11%.  It  then  began  to  go  up,  and  by  the  end  of  the  year — that  was 
rather  constantly  from  August  up  to  the  end  of  the  year — the  price 
reached  13K  cents.  It  then  decHned  during  the  year  1922 — until 
April — there  was  a  steady  decline — then  the  price  rose  somewhat  and 
leveled  off  to  the  end  of  the  year. 

You  are  going  to  ask  me  about  this  chart? ' 

Mr.  Scoll.  I  was  going  to  ask  you  about  the  relation  of  prices;  yes. 

Mr.  Kelley.  Have  you  any  objection  to  looking  at  this  chart? 

Acting  Chairman  King.  Could  it  be  placed  in  the  record  without 
too  much  cost? 

'  "Exhibit  No.  2110,"  appendix,  p.  13424. 

'  This  chart  is  on  file  with  the  committee  and  the  data  It  represented  appear  »»  "Exhibit  No.  2181,' 
appendix,  p.  13610. 
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Mr.  Kelley.  I  simply  wanted  to  give  you  a  graphic  picture  of  two 
things.  One  was  that  during  this  period  there  was  no  fixed  price, 
the  price  was  a  fluctuating  price.  Second,  there  was  no  artificial 
difference  between  the  domestic  market  and  the  foreign  market. 

(Sanator  O'Mahoney  resumed  the  Chair.) 

The  Chairman.  How  does  this  compare  with  the  chart  that  was 
put  in  the  record  yesterday?  ^ 

Mr.  Kelley.  That  chart  is  very  useful.  I  haven't  had  an  oppor- 
tunity to  discuss  it  with  Mr,  Scoll.  I  don't  know  just  what  Mr. 
ScoU's  purpose  was  in  introducing  that  chart,  but  the  comparison  is 
not  correct  as  showing  the  difference  between  the  f.  a.  s.  market,  New 
York,  and  the  electrolytic  price  in  London. 

Mr.  Scoll.  In  what  respects  is  it  in  error? 

Mr.  Kelley.  It  is  in  error  because  the  dotted  Hne  which  shows  the 
London  market  is  standard  copper  and  not  electrolytic. 

Mr.  Scoll.  Well,  now,  there  is  a  more  or  less  constant  difference 
between  standard  and  electrolytic  represented  by  the  cost  of  refining, 
isn't  there? 

Mr.  Kelley.  No;  this  chart  admirably  shows  one  of  the  vices  that 
Copper  Export  Association  was  endeavoring  to  get  rid  of  and  that 
again  we  undertook  to  get  rid  of  in  Copper  Exporters,  Inc.  It  shows 
that  notwithstanding — well,  I  ought  to  say  this  perhaps  in  a  prelimi- 
nary way:  The  sohd  line  on  that  chart,  Mr.  ScoU,  shows  the  electro- 
lytic price  at  New  York.  The  dotted  line  shows  the  movement  of 
standard  copper  on  the  London  Metal  Exchange. 

The  Chairman.  Let  me  interrupt,  Mr.  Kelley.  For  the  purpose  of 
the  record,  Mr.  Scoll,  will  you  state  the  number  of  this  exhibit  so  that 
it  will  be  clear  from  the  printed  record  what  chart  we  are  discussing? 

Mr.  Scoll.  We  are  discussing  "Exhibit  No.  2100." 

Senator  King.  I  think  he  ought  to  be  permitted  to  make  an  ex- 
planation of  the  chart,  because  if  it  is  not  quite  accurate 

Mr.  Kelley  (interposing).  I  am  not  questioning  its  accuracy;  it 
does  accurately  represent  what  it  purports  to,  the  difference  between 
the  New  York  electrolytic  price  and  the  standard  market,  but  what 
I  want  to  point  out  is,  standard  copper  is  sold  on  the  London  Metal 
Exchange  and  is  the  basis  of  the  speculation  in  copper  there*.  Stand- 
ard copper  usually  is  not  a  merchantable  copper.  Anything  that 
meets  the  requirement  of  96  percent  copper  is  standard  for  what  is 
caUed  G.  M.  B.  warrants.  G.  M.  B.  warrants  are  the  warrants  that  are 
traded  in  on  the  exchange. 

Now,  the  price  of  standard  depends  upon  the  relative  impurity  of 
the  copper,  and  as  I  say,  for  most  purposes  that  copper  is  not  available 
at  all. 

The  Chairman.  In  other  words,  standard  copper  must  be  subjected 
to  some  additional  process  before  it  can  be  commercially  used. 

Mr.  Kelley.  Right;  it  is  merel;^  the  chips  that  they  play  poker 
with  on  the  exchange.  Now,  notwithstanding  that,  you  will  observe 
on  that  chart  that  at  times  the  standard  copper  price  exceeded  the 
price  of  electrolytic  copper,  and  conversely,  so  that  while  theoretically 
there  should  be  a  fixed  difference  which  would  represent  the  cost  of 
transportation  to  a  refinery  and  back  after  refining,  in  order  to  put  it 

3  "Exhibit  No.  2100,"  appendix,  p.  13394. 
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in  shape  to  deliver,  that  by  no  means  follows  at  some  places — there 
you  see  that  there  is  a  contango.^ 

The  Chairman.  Electrolytic  copper,  on  the  other  hand,  is  the  com- 
mercial copper. 

Mr.  Kelley.  Yes. 

The  Chairman.  Now,  I  imderstand  you  to  say  that  you  have  no 
criticism  whatsoever  of  the  accuracy  of  these  two  lines.  The  solid 
line  represents  the  New  York  electrolytic  price,  but  the  dotted  line 
represents  the  standard  London  price,  and  the  comparison  between 
the  two  is  not  the  comparison  which  you  think  to  be  significant. 

Mr.  Kelley.  It  is  not  a  comparison  based  upon  a  commercial  dif- 
ference. 

Mr.  ScoLL.  Senator,  we  did  not  offer  it  for  a  comparison  between 
the  two ;  we  offered  it  to  show  the  New  York  market  and  the  London 
market.  Now,  the  standard  price  in  London  represents  what  stand- 
ard copper  was  sold  for  in  London.  There  was  a  market  of  standard 
copper.  It  went  up  and  down.  It  may  have  gone  up  and  down  in 
relation  to  the  New  York  electrolytic  price  or  in  opposite  directions, 
hut  the  only  purpose  was  to  show  the  trend  of  the  New  York  market 
and  the  trend  of  the  London  market  in  relation  to  these  episodes  that 
we  are  discussing — Copper  Export  Association,  Copper  Exporters,  Inc., 
and  subsequent  periods. 

The  Chairman.  The  only  reason  we  are  discussing  this  exhibit  now 
is  in  relation  to  the  large  exhibit  or  proposed  exhibit  which  Mr.  Kelley 
was  discussing,  and  I  was  merely  trying  to  determine  whether  this 
chart  ^  would  serve  his  purpose.  What  difference  would  it  make,  Mr. 
Kelley,  in  the  representation  on  "Exhibit  2100",  if  a  line  were  placed 
there  showing  the  London  electrolytic  price? 

Mr.  Kelley.  It  would  make  a  very  substantial  difference. 

The  Chairman.  What  kind  of  a  difference?  Can  you  describe 
that? 

Mr.  Kelley.  May  I  show  you?  You  have  seen  this  chart,  Mr. 
Scoll  (referring  to  own  chart)  .^ 

Mr.  Scoll.  Yes;  I  have  seen  the  chart. 

Mr.  Kelley.  That  chart  shows  the  actual  daily  quoted  price  for 
copper,  f.  a.  s.  New  York  refinery.  It  also  shows  the  daily  quoted 
price  for  electrolytic  copper  delivered  abroad  by  Copper  Export 
Association.  It  is  interesting  to  observe  two  things  from  that  chart, 
if  I  may  say  so.  One  is  that  the  fluctuations  occurred  practically 
daily.  My  recollection  is  that  during  the  period  of  the  existence  of 
Copper  Export  Association,  there  were  \8S  changes  in  the  price  of 
copper;  that  84  percent  of  those  changes  occurred  first  in  the  domestic 
market;  and  that  the  association's  price,  instead  of  being  a  fictitious 
or  artificial  price,  was  a  sound  price,  based  upon  the  f.  a.  s.  New  York 
price,  plus  the  c.  i.  f.  carrying  charges  to  European  ports. 

Senator  King.  Could  this  chart  which  you  have  exhibited,  Mr. 
Kelley,  be  reduced  in  size  and  then  reproduced  so  it  could  assume 
something  of  the  size  of  2100? 

Mr.  Kelley.  We  could  split  it  up  in  different  periods,  but  the 
scale  would  really  mean  nothing  if  you  compressed  it  too  much. 

'  Referring  to  "Exhibit  No.  2100,"  see  appendix,  p.  13394. 
« Ibid. 

•  Mr.  Kelley's  chart  was  filed  with  the  committee  and  the  data  represented  appear  as  "Exhibit  No.  2151," 
appendix,  p.  13510.    ' 
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The  Chairman.  I  was  going  to  suggest,  Mr.  Kelley,  that  your 
assistants  and  the  members  of  the  staff  confer  during  the  recess  this 
noon,  and  I  have  no  doubt  we  can  either  prepare  a  new  chart  which 
shall  show  not  only  what  is  on  "Exhibit  No.  2100,"  but  also  what  is  on 
yours,  and  get  the  two  together. 

Mr.  Kelley.  We  can  certainly  prepare  a  chart  that  will  show  the 
standard  line  there,  also. 

The  Chairman.  I  think  that  can  bo  done  very  well  during  the 
recess,  and  then  we  can  discuss  it  more  intelligently  later.' 

Mr.  Kelley.  The  thing  I  want  to  emphasize  is  that  these  two  lines 
on  our  chart  show  the  actual  difference  in  the  price  of  electrolytic 
copper  as  delivered  to  the  consumers.  The  dotted  line  on  Mr.  Scoll's 
chart  shows  the  speculative  influences  of  the  London  market.  They 
use  a  term  called  "contango."  "Contango"  represents  the  difference 
between  the  spot  and  the  future  price  of  copper,  where  the  future  price 
is  higher  than  the  spot.  In  the  normal  course  of  events  the  higher 
price  of  future  represents  the  cost  of  carrying  the  copper  over  to  a 
future  position,  but  if  you  introduce  into  it  the  gambling  instinct 
where  the  fellow  feels  by  buying  futures  or  selling  futures  he  is  either 
buying  or  selling  against  the  rise  or  the  fall  of  the  future  market,  and 
when  that  spread  gets,  as  it  frequently  does,  either  way  beyond  the 
theoretical  cost  of  carrying  copper  forward,  the  speculator  is  either 
selling  short  or  buying  long,  and  that  is  the  reason  that  on  that  chart 
you  will  see  at  times  this  crude  copper — this  unmerchantable  copper — 
actually  sold  at  a  higher  price  than  the  commercial  product.  The 
speculation  was  toward  a  rising  price. 

Mr.  ScoLL.  Now,  if  we  may,  Mr.  Kelley,  let's  get  to  a  comparison 
of  the  New  York  electrolytic  and  the  London  electrolytic  price.  In 
other  words,  let's  compare  the  commercial  copper  both  ^ti  tv^^w  Tm-k 
and  in  London,  and  at  this  time,  if  I  may,  Senator,  I  would  like  to  ask 
Mr.  Kelley  to  step  down  for  just  a  moment  and  ask  Mr.  Brownell 
to  take  the  stand.     I  would  like  to  identify  a  document. 

The  Chairman.  Do  you  solemnly  swear  the  evidence  you  will  give 
in  this  hearing  shall  be  the  truth,  the  whole  truth,  and  nothing  but 
the  truth,  so  help  you  God? 

Mr.  Brownell.  I  do. 

TESTIMONY  OF  FRANCIS  H.  BROWNELL,  CHAIRMAN  OF  THE 
BOARD,  AMERICAN  SMELTING  &  REFINING  CO.,  NEW  YORK, 
N.  Y. 

Mr.  Scoll.  I  show  you  now  a  letter  dated  New  York,  May  26, 
1921,  addressed  to  you  by  Mr.  H.  M.  Brush.  Are  you  familiar  with 
the  contents  of  that  letter? 

Mr.  Brownell.  I  was  shown  this  letter  yesterday.  I  have  no 
doubt  of  its  authenticity.  Previously  I  had  no  recollection  whatever 
of  it. 

Mr.  Scoll.  So  far  as  you  know,  and  as  far  as  you  recollect  the 
facts  at  that  time,  the  information  that  is  contained  here  is  probably 
accurate? 

Mr.  Brownell.  I  would  assume  that  it  is  accurate  without  recol- 
lection. 

Mr.  Scoll.  Thank  you  very  much. 

(Mr.  Brownell  was  excused.) 

>  See  footnote  3,  p.  13163 
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TESTIMONY  OF  CORNELIUS  F.  KELLEY,  PRESIDENT,  ANACONDA 
COPPER  MINING  CO.,  NEV/  YORK,  N.  Y.— Resumed 

RELATION  OF  EXPORT  PRICE  TO  DOMESTIC  PRICE 

Mr.  ScoLL.  I  would  like  to  read  a  paragraph  from  that  letter- 
You  have  it  before  you,  I  believe,  Mr.  Kelley.  It  is  on  the  first  page, 
the  first  full  paragraph  after  the  indented  paragraph  [reading  from 
"Exhibit  No.  2116"!: 

You  will  note  from  the  attached  that  the  Export  Association  have  realized 
constant  and  substantial  premiums  over  the  prices  quoted  by  the  Engineering 
and  Mining  Journal.  The  E.  and  M.  Journal  prices  although  possibly  influenced 
bv  the  foreign  prices  represent  primarily  domestic  prices  of  copper. 

The  Engineering  and  Mining  Journal  price,  Mr.  Kelley,  is  the  price 
that  is  recognized  as  a  going  price  in  the  trade  in  New  York,  is  it  not? 

Mr.  Kelley.  It  is.  Yes  and  no.  I  mean  you  may  have  three 
prices  on  the  same  day  but  it  is  a  recognized  authority. 

Mr.  ScoLL.  I  am  planning  to  go  into  that  in  further  detail  later. 
I  would  like  to  offer  this  letter  in  evidence. 

The  Chairman.  It  may  be  received. 

(The  letter  referred  to  was  marked  "Exhibit  No.  2116"  and  is 
included  in  the  appendix  on  p.  13439.) 

Mr.  Kelley.  May  I  comment? 

The  Chairman.  Certainly. 

Mr.  ScoLL.  Before  you  comment,  Mr.  Kelley,  may  I  ask  a  question 
or  two? 

"Mr.  Kelley.  I  mean  on  this  letter. 

Mr.  ScoLL.  Well,  I  would  like  to  ask  you  a  couple  of  questions 
and  then  you  may  comment  later. 

Senator  King.  Before  this  letti  i  is  offered,  who  was  Mr.  Brush? 

Mr.  Kelley.  Mr.  Brush  was  vice  president  of  the  American  Smelt- 
ing &  Refining  Co.,  and  I  believe  in  charge  of  sales. 

Mr.  ScoLL.  Now  the  copper  market  at  this  time  was  a  world 
market,  was  it  not? 

Mr.  Kelley.  Yes. 

Mr.  ScoLL.  So  that  in  the  absence  of  any  special  circumstances, 
copper  prices  would  ordinarily  tend  to  seek  a  common  level;  is  that 
correct? 

Mr.  Kelley.  Tlmt  is  true,  generally  speaking. 

Mr,  Scoll.  So  that  if  there  were  any  material  differences  in  domes- 
tic and  export  prices  there  were  dealers  in  New  York  and  London  who 
would  arbitrage? 

Mr.  Kelley.  Yes. 

Mr.  Scoll.  Now  then,  in  view  of  that  fact,  if  Copper  Export 
Association  could  materially  control  the  supply  of  copper  for  export, 
it  could  get  more  for  export  than  domestic  sale,  even  allowing  for 
freight  and  insurance ;  is  tlmt  ri^ht? 

Mr.  Kelley.  Theoretically  it  might,  but  practically  it  could  not 
over  a  continued  period. 

Mr.  Scoll.  That  letter  shows  that  at  certain  times  it  did;  if  I  may 
refer  you  back,  the  prices  quoted  there  show  that  the  price  reahzed  by 
Copper  Export  Association  on  an  f.  o.  b.  basis  in  New  York  exceeded 
the  E.  and  M.  Journal  price  by  a  constant  differential.  I  am  sorry 
it  is  not  constant;  it  varies;  but  in  all  but  2  months  for  191-9,  aiid 
1920  and  tliroygh  April  1921,  you  notice  that  there  was  a  differential 
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in  favor  of  Export  Association  over  and  above  the  cost  of  freight  and 
insurance. 

Mr.  Kelley.  There  was,  of  course,  as  shown  by  this  letter,  a 
difTerential  that  varied  from  a  very  shght  differential  of  an  eightli  in 
September  to  1.39.^  At  that  time  I  don't  know  exactly  what  the 
situation  of  the  copper  market  was  but  I  think  the  conclusion  that 
Brush  drew  in  this  letter  is  not  substantiated  by  the  fact,  because  you 
will  observe  that  where  he  gives  the  highest  differential  over  the  E. 
and  M.  Journal  price  in  the  month  of  August  1919  the  prices  were 
practically  together  ^  and  the  reverse  is  true.  Now  that  error,  in  my 
opinion,  comes  in  and  the  possibility  of  it,  was  recognized  by  Mr. 
Brush  in  this  letter.  He  was  dealing  with  monthly  averages  and 
monthly  averages  are  apt  to  be  in  error  as  against  daily  averages, 
dependent  upon  whether  you  are  dealing  with  a  rising  or  a  declining 
price  and  whether  that  rise  or  decline  comes  at  a  time  of  active  selling 
contemporaneous  during  the  period  of  the  month,  because  you  will 
observe  that  Mr.  Brush  says  in  this  letter  to  Mr.  Brownell: 

The  only  way  to  prove  conclusively  the  facts  of  the  situation  would  be  to  have 
the  Export  Association  make  a  daily  record  of  their  net  prices  from  day  to  day 
since  the  organization  of  the  Association  and  then  have  the  various  agencies  each 
make  ap  a  similar  record  of  their  net  prices  for  domestic  sales  on  the  same  days, 
and  submit  it  either  as  a  joint  statement  through  the  Manager  of  the  Export 
Association  or  individually,  for  comparative  purposes, 

and  that  is  exactly  what  we  have  done  there  (referring  to  own  chart). 

Mr,  ScoLL.  You  don't  think  there  was  anything  wrong  in  the  policy 
of  trying  to  get  more  than  just  the  freight  and  insurance  do  you? 

Mr.  Kelley.  I  do  not.  I  think  it  would  have  been  entirely  proper, 
provided  we  observed  and  kept  within  the  limitation  of  the  Webb- 
Pomerene  Act  so  far  as  affecting  the  domestic  price. 

Mr.  ScoLL.  Now,  the  foreign  price  was  based  on  the  domestic  price? 

Mr.  Kelley.  Very  largely. 

Mr.  Scoll.  Is  there  any  qualification  to  that? 

Mr.  Kelley.  I  think  there  were  a  few  instances  in  which  the 
export  price  led  the  domestic  price,  but  very  few — less  than  20  percent. 

Mr.  Scoll.  When  you  say  domestic  price,  what  domestic  price  are 
you  referring  to — E.  and  M.  Journal  price  or  f.  a.  s.  price  of  a  non- 
member  or  competitor? 

Mr.  Kelley.  I  was  thinking  generally  from  the  standpoint  of  the 
producer's  price,  which  may  or  may  not  be  the  E.  and  M.  Journal 
price  over  a  short  period. 

Mr.  Scoll.  How  did  you  determine  the  producer's  price? 

Mr.  Kelley.  I  do  not  think  that  was  determined  because  I  think 
the  only  standard  price  recognized  was  E.  and  M.  Journal  price. 

The  Chairman.  That  is  the  only  one  with  which  we  can  make  any 
accurate  comparison? 

Mr.  Kelley.  That  is  right. 

Mr.  Scoll.  The  E.  and  M.  J.  price  was  the  reported  price.  Is  that 
correct? 

Mr.  Kelley.  Yes. 

Mr.  Scoll.  So  if  you  had  to  make  a  quotation  at  11  o'clock  in  the 
morning  you  didn't  have  the  current  E.  and  M.  J.  price  in  front  of  you. 

Mr.  Kelley.  No;  it  might  or  might  not  affect  our  price.  The  E. 
flj^d  M.  J.  never  affects  prices,  nobody  seUs  the  product  except  perhaps 

'  The  diflereutial  of  an  eighth  In  September  was  negative. 
>  S«e  Exbtbit  I        161.  appendix,  p.  13510. 
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imder  a  written  contra^  based  upon  the  E.  and  M.  J.  price.  Th*^ 
E.  and  M.  J.  reports  the  prices  that  have  been  made  in  the  industry. 
For  instance,  Anaconda's  price  might  not  be  the  E.  and  M.  J.  price. 
If  any  producer  was  well  sold  and  didn't  need  to  sell  any  more  copper, 
he  would  withdraw  from  sale,  leaving  the  market  undoubtedly  to 
others.  During  a  period  he  might  not  record  any  sale  at  all;  yet  the 
E.  and  M.  J.  might  record  the  sales  that  had  been  made. 

The  Chairman.  In  other  words,  the  export  price  was  not  determined 
by  the  E.  and  M.  J.  price  because  that  was  merely  a  reporting  system. 

Mr.  Kellet.  Right,  that  is  just  for  a  record. 

The  Chairman.  It  tells  us  after  the  fact  what  has  happened. 

Mr.  Kelley.  Right. 

The  Chairman.  What  Mr.  Scoll  is  trying  to  develop,  I  believe,  is 
how  did  you  guide  yourself  before  the  fact. 

Mr.  Kelley  The  way  the  Export  Association  did  it — the  sales 
committee  met  from  day  to  day,  or  as  often  as  was  necessary.  They 
had  the  advices,  thev  knew  what  the  domestic  market  was.  Every 
sales  agency  in  New  York  knows  what  the  other  fellow  is  selling  copper 
for  5  minutes  after  he  does  it,  because  it  is  reported  on  the  ticker — it 
is  an  open  commodity  price.  They  knew  what  the  domestic  situation 
was;  they  had  the  benefit  of  the  cables  from  abroad,  and  in  looking 
at  their  domestic  situation,  plus  the  information  regarding  their  foreign 
situation,  they  fixed  the  price,  and  that  price  might  not  at  aU  times 
have  been  exactly  the  same  in  all  the  different  countries  of  Europe. 
There  was  a  question  of  where  there  was  buying  and  where  there 
w^n't  buying;  it  was  a  question  of  market  conditions.  Do  I  make 
that  clear?  It  was  a  price  arrived  at  considering  the  domestic  situa- 
tion, the  foreign  situation,  and  all  of  the  facts  that  entered  into  making 
a  price  for  the  next  day  or  for  the  next  succeeding  days. 

Mr.  Scoll.  Now  you  say  that  the  sales  committee  met  regularly 
and  fixed  the  export  price. 

Mr.  Kelley.  That  is  right,  in  connection  with  the  Brussels  Com- 
mittee. 

Mr.  Scoll.  The  Brussels  Committee  was  a  part  of  Copper  Ex- 
porters, a  later  oi^anization,  was  it  not? 

Mr.  Kelley.  Oh,  yes;  that  was  Copper  Exporters,  Inc.  You  are 
right. 

Mr.  Scoll.  So  the  sales  committee  of  Copper  Export  Association 
had  before  them  fill  the  current  quotations  up  to  the  time  of  the  day 
when  they  were  sitting? 

Mr.  Kelley.  Right,  usuaUy  late  in  the  afternoon,  so  that  the  price 
could  be  cabled  over  for  business  in  Europe  in  the  morning. 

Mr.  Scoll.  Did,  in  your  opinion,  the  fact  that  they  were  sitting 
together  and  discussing  foreign  prices  in  relation  to  domestic  prices 
have  any  influence  in  changing  the  intensity  of  the  domestic  copper 
competition? 

Mr.  Kelley.  Not  a  bit. 

Mr.  Scoll.  You  mean  these  men  who  were  all  working  together 
each  day  and  talking  over  prices  to  determine  what  the  foreign  price 
would  be,  never  gave  each  other  any  idea  of  what  the  domestic  price 
ought  to  be? 

Mr.  Kelley.  They  knew  what  the  domestic  price  was  and  that 
chart  will  show  you  just  how  intense  the  competition  was.  '  You  had 
an  open,  free  market  in  America,  a  competitive  market,  an  inleu3ely 
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competitive  market.  That  fixed  your  base  price.  The  theoretical 
difference  at  which  your  export  price  was  fixed  was  the  carrying  freight 
and  insurance  across  the  ocean.  If  you  could  sell  more  advantageously 
at  that  in  Europe,  through  some  European  agency,  unquestionably 
your  agent  would  get  the  best  price  he  could. 

The  Chairman.  You  don't  want  the  committee  to  understand  that 
the  members  of  this  price  fixing  committee  of  the  Export  Association 
were  able  to  go  into  conference  with  themselves  as  managers  of  the 
export  market  and  determine  a  price  for  the  export  market  and  then 
as  private  individuals,  so  to  speak,  representing  their  respective  domes- 
tic corporations,  divest  themselves  of  all  of  the  knowledge  that  they 
had  acquired  or  all  of  the  conclusions  that  they  had  reached  in  their 
price  fixing  agreement  for  the  foreign  market  when  they  were  deter- 
mining what  they  would  sell  for  in  the  local  market. 

Mr.  Kelley.  Incredible  as  it  may  seem,  I  mean  to  say  that  the 
selling  organizations  representing  the  different  units  were  absolutely 
in  competition  and  that  the  price  upon  which  they  built  the  export 
price  was  a  price  that  already  had  been  arrived  at  in  a  competitive 
market. 

The  Chairman.  In  other  words,  you  draw  the  picture  to  my  mind 
of  the  interior  construction  of  a  submarine  which  can  sliut  out  the 
flood  of  water  that  comes  in. 

Mr.  Kelley.  Let's  be  reasonable  about  it.  It  may  have  affected 
it  to  some  extent,  but  the  point  I  want  to  emphasize  is  that  there  was 
the  most  intense  competition  aU  the  time. 

The  Chairman.  You  are  telling  the  committee  that  so  far  as  the 
domestic  market  was  concerned,  the  heads  of  these  various  copper 
organizations  were  in  active  competition  with  one  another  but  that 
so  far  as  the  foreign  market  was  concerned  they  were  cooperating. 

Mr.  Kelley.  That  is  right. 

The  Chairman.  And  that  that  cooperation  in  fixing  price  for  the 
foreign  market  did  not  in  any  way  affect  their  judgment  with  respect 
to  the  domestic  price? 

Mr.  Kelley.  I  wouldn't  say  that,  but  I  would  point  out  this  to 
you,  Senator,  if  I  may:  the  domestic  sales  that  they  made  for  their 
own  companies  were  their  own  sales.  The  sales  that  they  participated 
in  in  a  foreign  market  were  for  the  joint  account  of  everybody,  so  that 
they  had  a  far  greater  interest,  as  far  as  disposing  of  their  product, 
to  sell  it  in  the  domestic  market  rather  than  to  sell  it  in  the  foreign 
market. 

The  Chairman.  I  am  not  even  implying  that  so  far  as  the  domestic 
market  was  concerned  there  was  any  intention  to  violate  the  Sherman 
Act  or  the  Clayton  Act  or  to  do  any  of  the  things  prohibited  so  far  as 
operations  in  the  United  States  are  concerned;  but  I  should  like  to 
have  your  opinion  as  to  whether  or  not  an  export  organization  of  this 
kind  can  operate  to  fix  prices  in  the  world  market  without  at  the  same 
time  affecting  the  prices  in  the  domestic  market. 

Mr.  Kelley.  I  ^on't  think  it  could. 

Mr.  O'Connell.  May  I  ask  a  question? 

Mr.  Kelley.  I  beg  your  pardon,  just  a  moment.  Mr.  Eckert  has 
sent  a  note  to  me,  and  this  is  undoubtedly  the  fact,  that  this  Sales 
Committee  did  not  meet  every  day ;  the  Chairman  of  the  Sales  Com- 
mittee communicated  to  Mr.  Eckert,  Mr.  Eckert  communicated  to 
the  others,  mostly  by  telephone,  and  they  only  met  when  there  was  a 
substantial  change  in  the  situation. 
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SHERMAN  ACT  CRITICIZED 

Mr.  O'CoNNELL.  Mr.  Kelley,  as  I  understand  it  (I  may  exaggerate 
a  bit),  it  seems  to  me  that  you  describe  a  situation  which  is  in  the 
nature  of  a  dual  personahty,  in  which  you  have  a  group  which  can 
operate  generally  having  a  price-fixing  function  for  the  foreign  trade, 
and  at  the  same  time  are  able  to  substantially  divest  themselves  of 
any  similar  intention  or  result  insofar  as  the  domestic  market  is 
concerned.  I  am  interested  in  getting  your  view  as  to  whether  that 
is  a  result  of  the  Sherman  Act  or  a  result  of  a  state  of  mind  on  the  part 
of  the  people  who  participate  in  that  arrangement,  quite  apart  from 
the  Sherman  Act. 

Mr.  Kelley.  I  should  unquestionably  say  it  is  the  result  of  the 
Sherman  Act. 

Mr.  O'Connell.  That  is  the  only  thing  that  would  prevent  it,  is  it? 

Mr,  Kelley.  I  don't  know  that  that  is  the  only  thing  that  would 
prevent  it,  but  these  sales  agencies  were  under  the  constant  govern- 
ing hand  of  the  executives  of  the  companies  and  had  been  admonished 
repeatedly  about  the  situation,  and  it  was  hard  enough,  as  you  will 
see  from  Mr.  Clendenin's  cables,  to  keep  them  within  proper  re- 
straint; and  not  only  that,  Mr.  O'Connell,  but  we  were  constantly 
under  the  supervision  of  the  Federal  Trade  Commission  and  the 
Department  of  Justice.  There  was  scarcely — I  don't  know  that  there 
was  any  time  that  we  didn't  have  a  representative  of  the  Depart- 
ment of  Justice  or  the  Federal  Trade  Commission  sitting  on  our  door- 
step. As  a  matter  of  fact,  it  was  that  constant  supervision  and 
annoyance  that  was  one  of  the  principal  causes  that  led  to  the  aban- 
donment of  the  association. 

IMr.  O'Connell.  Frankly,  not  speaking  at  all  of  the  copper  indus- 
try, I  have  never  been  impressed  with  the  effectiveness  of  the  activi- 
ties of  either  the  Federal  Trade  Commission  or  the  Department  of 
Justice  in  preventing  combinations  in  restraint  of  trade. 

Mr.  Kelley.  We  were. 

Mr.  O'Connell.  And  they  may  have  caused  you  people  some 
annoyance — I  have  no  doubt  that  you  have  been  annoyed  about 
things  like  that  from  time  to  time — but  that  doesn't  seem  to  me  to 
answer  the  question  that  I  pose.  My  question  relates  generally  to 
the  nature  of  competition.  Everyone  speaks  of  competition  as  though 
it  were  something  that  just  existed.  Competition,  as  I  would  under- 
stand it,  in  your  industry  in  the  domestic  trade  exists  by  virtue  of  the 
Sherman  Act.     Is  that  correct? 

Mr.  Kelley.  Well,  I  would  say  there  is  a  better  chance  to  get  a 
more  stable  situation  if  the  Sherman  Act  didn't  exist,  and  I  have 
very  definite  views  about  the  competitive  system  to  the  extent  to 
which  we  carry  it  in  the  United  States  under  the  restrictive  provision 
of  those  laws.  But  answering  your  question  fairly,  I  haven't  any 
doubt  if  it  hadn't  been  for  the  Sherman  law  we  would  have  been  able 
to  cooperate  to  better  advantage  on  price  in  the  domestic  market. 

Mr.  O'Connell.  Or,  as  I  would  put  it,  you  wouJo^ave  felt  your- 
selves not  only  in  a  position  to,  but  you  would  have  thought  it  desir- 
able to  fix  prices  for  the  domestic  market. 

Mr.  Kelley.  I  wouldn't  say  fix  prices — fix  ceiling  prices. 

Mr.  O'Connell.  I  don't  think  the  difference  is  substantial. 
People  talk  about  cooperating  on  price,  making  a  proper  basis  of 
price,  but  aren't  we  talking  about  price  fixing  in  general? 
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Mr.  Kelley.  Excepting  what  I  think  you  define  the  term  to  be; 

The  Chairman.  Just  what  did  you  mean  by  that,  "excepting" 
what  you^  think  Mr.  O'Connell  would  define  the  term  to  be?  That 
is  a  qualification  which  is  pretty  broad. 

Mr.  Kelley.  Well,  I  do  not  think  that  necessarily  any  organized 
effort  in  industry  to  bring  about  a  stabilization  of  prices  mea^s  nec- 
essarily a  fixed  price.  I  do  think  that  it  would  be  infinitely  better 
from  the  standpoint  of  employment,  from  the  standpoint  of  the 
ownership,  stockholders,  management,  and  everybody  concerned,  if 
we  had  some  means  of  protecting  the  public  and  at  the  same  time 
enabling  industry  to  self -regulate  itself  to  the  extent  that  it  didn't 
interfere  or  conflict 

The  Chairman  (interposing).  Would  you  like  to  have  a  system 
imder  which  industry  could  stabihze  the  price  without  this  annoyance 
to  which  you  refer  from  the  Federal  Trade  Commission  and  the 
Department  of  Justice? 

Mr.  Kelley.  Not  necessarily  that,  because  I  am  not  only  interested 
in  price;  I  am  equally  interested  in  cost,  and  I  am  aware  of  the  vice 
of  the  too  wide  fluctuations  that  occur  not  only  in  the  price  of  our 
product,  but  in  the  price  of  products  in  general  through  the  inability 
of  those  who  are  engaged  in  the  industry  to  properly  cooperate  to 
appraise  the  factors  as  far  as  they  can  be  ascertained. 

The  Chairman.  Do  you  beUeve  that  that  cooperation  should  be 
carried  on  by  industry  without  the  intervention  of  Government  at  all? 

Mr.  Kelley.  Absolutely  no.  I  believe  that  that  cooperation  should 
be  subject  to  regulation  but  not  be  regulated  by. 

The  Chairman.  What  do  yea  mean  by  "subject  to  regulation  but 
not  be  regulated  by"? 

Mr.  Kelley.  I  mean  exactly  the  sort  of  cooperation  that  is  ac- 
corded the  agricultural  interests  of  our  country  under  the  Capper- 
Volstead  law,^  where  it  is  perfectly  legitimate  to  cooperate  in  the  pro- 
duction, the  distribution,  and  the  sale  of  agricultural  products,  but 
upon  complaint  of  anybody  made  to  the  Secretary  of  Agriculture,  an 
investigation  is  ordered,  a  cease  and  desist — if  the  pubhc  interest  is 
involved — is  issued,  and  disobedience  of  that  means  prosecution. 

I  would  take  that  as  a  model  and  I  would  follow  it  through  and 
I  would  enable  industry,  instead  of  facing  a  criminal  court  and  a  jail 
sentence,  to  sit  down  and  intelligently  discuss  its  problems;  I  would 
permit  that  to  be  done.  I  would  require  the  minutes,  and  the  agree- 
ments if  any,  to  be  filed  with  a  Government  body  like  the  Federal 
Trade  Commission  or  the  Secretary  of  Commerce,  and  I  would  have 
Government  authorized  to  investigate,  to  regulate,  and  to  compel 
industry  to  conform,  but  I  would  not  have  industry  regulated  until 
the  public  interest  was  involved  in  the  conduct  of  business. 

The  Chairman.  In  other  words,  you  would  permit  the  leaders  of 
various  competing  concerns  to  assemble  together  and  to  determine  for 
themselves,  without  any  representation  on  the  part  of  the  consimaer, 
what  the  price  should  be  of  a  particular  commodity? 

Mr.  Kelley.  No,  I  think  perhaps  the  consumer — I  am  not 

The  Chairman  (interposing).  This  is  all  very  vague;  I  am  just 
trying  to  develop  the  idea;  it  is  of  most  importance. 

■  For  text  of  Capper- Volstead  Aot  see  infra,  p.  13579  et  seqi 
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Mr.  Kelley.  Sure,  I  think  it  is;  I  think  it  is  the  ultimate  objective 
of  this  committee  to  evolve  something  of  that  kind,  if  I  understand  its 
purpose;  but,  Senator,  I  wish,  if  I  may  suggest,  that  we  could  get  away 
from  the  idea  that  price  is  the  sole  objective  of  industry.  It  isn't. 
It  is  employment,  it  is  keeping  our  mills  and  our  mines  open  and  our 
smelters  going,  it  is  relating  the  supply  and  demand,  in  other  words. 

^he  Chairman.  I  think  that  is  generally  understood,  but  in  any 
disv^ission  it  is  necessary  to  go  at  it  piecemeal  and  to  take  one  factor 
at  a  time.  We  just  happened  this  morning  to  be  discussing  price  and 
the  relationship  between  the  price  which  was  agreed  upon  abroad 
without  the  prohibitions  of  the  anti-trust  laws,  and  the  price  which 
developed  within  the  United  States  where  the  anti-trust  laws  were  in 
full  force  and  effect.  Would  you  permit,  then,  the  executives  of 
competing  concerns  to  agree  upon  the  price  without  representation 
by  the  consumer? 

Mr.  Kelley.  I  think,  to  answer  your  question  fairly,  if  we  could 
have  the  consumers  represented  it  would  be  infinitely  better.  My 
experience  is  that  consumers,  within  reasonable  limitations,  are  not 
nearly  so  much  concerned  with  the  actual  price  as  fchey  are  with  the 
fluctuations  of  the  price  which  jeopardize  their  business  and  their 
inventories. 

The  Chairman.  Then  would  you  have  this  operation  of  the  execu- 
tives of  competing  concerns  carried  on  publicly  or  privately? 

Mr.  Kelley.  I  wouldn't  care  if  you  had  a  Government  representa- 
tive— as  a  matter  of  fact  we  invited  Government  representatives 
into  our  organization  and  asked  them  to  assign  them.  I  wouldn't 
care  if  you  had  representation  by  Government,  and  I  would  require 
the  minutes  of  every  meeting,  every  minute,  every  account  of  such  a 
trade  association,  to  be  filed  with  the  United  States  Government  in 
a  properly  designated  place.  It  would  be  open  to  the  press,  it  would 
be  open  to  the  scrutiny  of  anybody.  The  time  has  come  when  if  we 
are  going  to  do  something  constructive  in  industry,'  in  my  opinion,  if 
I  may  say  so,  you  have  got  to  get  away  from  the  narrow  prohibitory 
restrictions  of  a  statute  that  was  passed  nearly  50  years  ago. 

The  Chairman.  Your  suggestion  is  not  unlike  that  which  was  made 
by  Assistant  Attorney  General  Thurman  Arnold  a  few  months  ago 
with  respect  to  what  should  be  done  in  industry.  Are  you  aware  of 
that? 

Mr.  Kelley.  No;  I  am  not. 

The  Chairman.  I  suspect  that  many  business  executives  would 
regard  it  as  being  a  rather  extraordinary  thing  that  the  Assistant 
Attorney  General,  Mr.  Ai-nold,  should  make  a  suggestion  so  closely 
akin  to  one  that  you  have  made. 

Mr.  Kelley.  I  don't  want  to  impose  upon  the  committee. 

The  Chairman.  You  are  not  imposing  upon  us;  we  are  imposing 
upon  you,  maybe. 

Mr.  Kelley.  You  will  find  my  -view's,  for  whatever  they  are  worth, 
exactly  along  this  line,  set  forth  in  an  address  I  made  before  a  sym- 
posium of  lawyers,  educators,  and  industrialists,  that  was  called  by  ■ 
New  York  University.     I  think  it  was  in  1931.     In  that  I  made  this 
criticism  of  our  Sherman  law. 

The  Chairman.  That  was  in  1931? 

Mr.  Kelley.  That  was  in  1931. 
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The  Chairman.  By  the  way,  may  I  interject  at  this  point  that  as 
long  ago  as  that,  as  a  matter  of  fact,  throughout  the  existence  of  this 
Export  Association,  you  were  being  subjected  to  what  you  call  annoy- 
ance by  representatives  of  the  Government? 

Mr.  Kelley.  It  threatened  to  be  more  than  annoyance. 

The  Chairman.  I  mean  it  wasn't  a  new  manifestation  by  any 
maimer  of  means. 

Mr.  Kelley.  Oh,  no.  It  didn't  start  in  '32;  that  was  back  in  1922 
or  '23. 

The  Chairman.  That  is  right;  that  is  what  I  was  trying  to  develop. 

Mr.  Kelley.  I  want  to  point  this  out.  I  thmk  it  illustrates  one 
fundamental  reason  why  businessmen  criticize  our  antitrust  laws. 
If  I  may  read  it: 

No  proper  criticism  lies  against  the  Court 

I  am  referring  to  the  Supreme  Court  of  the  United  States 

for  its  decisions  upon  this  law,  but  rather  against  the  Congress  which  has  placed 
upon  the  Court  the  impossible  duty  of  giving  effect  and  consistent  interpretation 
to  the  law.  That  such  a  condition  exists  is  demonstrated  by  an  examination  of 
decisions  of  the  Court.  Out  of  95  cases  involving  a  construction  of  the  Sherman 
Anti-Trust  Act,  Clayton  Act  and  Acts  of  the  Federal  Trade  Commission,  the 
Supreme  Court  was  unanimous  in  its  decision  53  times;  it  differed,  5  to  4,  six 
times;  dissenting  opinions  by  three  judges  were  reported  19  times,  by  two  judges 
6  times,  and  by  one  judge  1 1  times,  a  total  of  42  cases,  or  more  than  44  per  cent, 
in  which  dissents  existed.  Of  the  95  cases  referred  to,  the  decisions  of  the  lower 
court  were  either  reversed  or  modified  in  48  cases. 

I  think  that  is  a  commentary  that  is  more  convincing  as  to  the 
imcertainty,  the  impossibility,  of  construction  in  interpretation  of 
those  laws  than  any  statement  that  anybody  could  make. 

The  Chairman.  Well,  then,  your  feeling  is  that  the  Sherman 
antitrust  law  is  so  uncertain  that  it  ought  to  be  repealed  or  amended? 

Mr.  Kelley.  Yes;  frankly,  but  I  don't  believe  that  you  will  ever 
repeal  or  amend  the  Sherman  antitrust  law,  and  I  don't  think  it 
should  be  without  setting  up  proper  regulatory  authority  in  the 
Government;  but  I  draw  the  distinction  that  I  did  in  the  beginning. 
In  my  opinion,  respectfully,  industry  should  be  subject  to  regulation 
whenever  the  public  interest  requires.  It  should  not  be  constantly 
regulated  by  Government,  because  the  functions  of  the  two  are 
completely  independent. 

The  Chairman,  I  have  had  occasion  to  state  many  times  my  own 
belief,  which  may  not  altogether  be  relevant  here,  that  while  industry 
should  be  regulated  in  the  public  interest  it  should  not  be  subject  to 
control  by  Government.     Is  that  the  distinction  you  have  in  mind? 

Mr.  Kelley.  Possibly  not.  We  would  have  to  ^ive  a  good  deal 
of  thought  to  elaborate  those  distinctions,  and  I  didn't  know  they 
were  coming  in.     I  would  be  very  glad  to  discuss  it  with  you. 

Senator  King.  Having  wandered  so  far  afield  in  projecting  other 
questions  into  consideration  in  this  matter,  were  you  aware  of  a 
measure  which  was  presented  several  years  ago,  3  or  4  years  ago,  to  the 
Chief  Executive  and  others,  which  sought,  as  I  interpreted  it,  to  carry 
out  nedi  only  the  lett€r  but  the  spirit  of  the  Federal  Trade  Commission 
Acty  which  was  followed  by  another  one,  and  that  measure  provided 
that  businessmen  ifi  ^y  industry  might  meet  together  with  the  repre- 
sentatives of  the  Federal  Trade  Commission  in  sort  of  a  forum  to  pre- 
sent their  problems,  discuss  what  their  activities  were  to  be,  and  discuss 
the  questions  of  prices  and  of  cooperation,  and  the  Federal  Trade  Com- 
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mission  then,  having  all  of  the  views  of  a  given  industry,  the  copper 
industry  or  any  other  industry,  would  chart  a  course  which  might  be 
pursued  by  the  industry  without  being  charged  with  violation  of  law. 
In  other  words,  the  Federal  Trade  Commission  would  be  a  sort  of 
court  that  would  pass  upon  the  questions  presented,  and  then  give  a 
green  light  for  them  to  follow  so  long  as  they  were  within  that  court. 
I  have  thought  that  a  measure  of  that  kind  would  have  more  clearly 
carried  into  effect  the  purpose  of  the  Federal  Trade  Coromission  Act, 
as  it  was  conceived  by  Woodrow  Wilson,  than  any  measure  that 
might  be  suggested. 

Mr.  Kelley.  I  don't  doubt  it.  Of  course,  it  was  originally,  as 
you  suggest,  the  whole  conception  of  Wilson  and  the  Federal  Trade 
Commission  not  only  to  have  a  regulatory  body,  but  also  to  provide  a 
place  to  which  industry  could  go  for  advice,  to  provide  a  Government 
body  that  would  throw  a  shield  around  the  contemplated  action  of 
businessmen  and  not  leave  them  to  the  uncertainty  of  doing  something 
and  then  finding  out  that  they  incurred  a  penalty. 

Senator  King.  I  suggest  we  move  along. 

Mr.  O'CoNNELL.  May  I  also  say  something  that  is  slightly  irrele- 
vant? While  we  are  going  so  far  afield  it  seems  to  me  proper  for  me 
to  remark  that  your  suggestion,  while  it  may  have  a  great  deal  of 
force,  is  essentially  a  very  radical  change  from  the  type  of  industrial 
organization  that  the  Sherman  Act  is  intended  to  create  and  continue, 
because  there  isn't  a  shadow  of  a  doubt  but  what  the  type  of  coopera- 
tion between  industry,  between  competitives,  so-called,  of  an  industry 
that  you  envisage  and  that  you  think  is  proper  and  should  be  per- 
mitted, could  not  be  done  under  the  Sherman  Act.  Isn't  that  pretty 
clear? 

Mr.  Kelley.  No;  it  couldn't  be. 

Mr.  O'CoNNELL.  So_  that  your  view  is  that  the  Sherman  Act, 
which  is  intended  to  implement  a  competitive  system  between  in- 
dependent enterprises  in  the  same  hne  of  endeavor,  has  become 
obsolete,  if  it  ever  was  any  good,  and  that  it  should  be  repealed  and 
should  have  substituted  for  it  some  other  type  of  Government  inter- 
pretation or  control,  whatever  you  want  to  call  it.  Frankly,  I  think 
you  are  the  first  witness  that  we  have  had  before  tliis  committee  that 
was  willing  to  go  that  far,  ^he  first  one  that  I  can  recall.  A  number  of 
witnesses  pointed  to  the  system  as  it  exists  in  England  and  other 
coim tries  and  impHed  that  they  thought  mutual  cooperation  between 
competitors  should  be  permitted,  but  when  they  were  asked  the  specific 
question  as  to  whether  they  would  repeal  the  Sherman  Act,  thej^  all 
said  no.     You  are  inclined  to  think  that  it  should  be  repealed? 

Mr.  Kelley.  I  would  repeal  or  amend  it  and  substitute  something 
else.  Now  you  are  never  going  to  get  a  situation  where  man  is  not 
going  to  have  the  instinctive  desire  to  be  protected  against  iftonopoly 
and  against  unfair  aggression  on  the  part  of  anybody. 

Mr.  O'CoNNELL.  May  I  also  interject  there  that  you  are  never 
going  to  get  away  from  possibly  an  equally  important  desire  to  con- 
spire and  to  combine. 

Mr.  Kelley.  I  am  not  so  sure  about  that;  I  have  found  that  in  my 
business  experience 

The  Chairman  (interposing).  You  recall,  of  course,  the  famous 
quotation  from  Adam  Smith,  who  said  that  business  executives  nevBr 
get  together  but  that  they  try  to  fix  the  price. 
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Mr.  Kelley,  I  regard  Adam  Smith  with  great  reverence. 

The  Chairman.  I  thought  probably  you  did. 

Senator  King.  Following  the  World  War,  all  industries,  the  copper 
industry  and  the  mining  industry,  wool,  and  agriculture,  all  the 
manufacturing  industries,  were  in  sort  of  a  chaotic  condition,  were 
they  not? 

Mr.  Kelley.'  Completely. 

Senator  King.  Stocks  had  been  accumulated  in  some  industries 
far  in  excess  of  any  immediate  d.emand  and,  therefore,  a  situation  was 
presented  which  would  prevent  sort  of  a  uniform  course  and  which 
would  residt  in  fluctuation  in  prices,  and  it  was  considered  wise  and 
proper,  I  know  in  the  wool  industry,  for  efforts  to  be  made  to  arrest  a 
movement  that  would  destroy  the  market  absolutely,  and  I  know  that 
our  Government  conferred  with  Great  Britain.  I  was  in  a  conference 
for  the  purpose  of  regulating  or  stabihzing  the  price  of  wool  so  that  the 
wool  industry  would  not  be  completely  destroyed,  or  at  least  the  sheep 
men  would  not  be  destroyed  by  reason  of  the  demands  of  the  banks 
that  they  meet  their  obligations.  Using  that  as  sort  of  a  basis,  was 
it  not  almost  impossible  to  conduct  business  without  great  variation 
in  prices  and  some  attempt  to  stabilize  the  market,  so  that  there  would 
be  a  bottom  somewhere  and  all  industry  w^ould  not  be  destroyed,  or  at 
least  so  injured  as  to  make  it  difficult  to  recover. 

Mr.  Kelley.  Well,  I  say  ''yes." 

Senator  King.  And  that  is  the  situation  in  which  the  mining 
industry  with  respect  to  lead,  zinc,  and  copper  and  the  metals  generally 
found  itself. 

Mr.  Kelley.  More  particularly  that  industry  because  it  had  been 
more  overexpanded  as  a  matter  of  necessity  than  others  during  the 
period  of  the  war. 

Senator  King.  So  that  that  led  in  part  at  least  to  the  forming  of 
the  Copper  Export  Association.  Many  of  the  copper  mines  and  copper 
producers  were  heavily  involved  by  reason  of  the  production  to  meet 
the  demands  of  the  Government  during  the  war.  They  had  incurred 
obligations,  and  it  became  necessary  that  something  be  done  in  order 
to  prevent  a  collapse  of  the  industry,  or  some  branches  of  the  mming 
industry. 

Mr.  Kelley.  That  is  right.     It  was  a  very  difficult  situation. 

Mr.  ScoLL.  I  have  just  one  more  question  on  the  Copper  Export 
Association.  What  happened  to  the  Copper  Export  Association, 
Mr.  Kelley? 

Mr.  Kelley.  The  Copper  Export  Association  finally  broke  up  due 
to  two  causes.  One  was  the  withdi'awal  of  certain  members,  led  bj'^ 
the  Miami  Copper  Co.,  who  was  one  of  the  producers  who  continued 
operating  during  the  period  subsequent  to  the  pool,  as  shown  on  the 
chart  yesterday.  There  was  a  change,  I  believe,  in  the  seUing  organi- 
zation of  the  American  Smelting  &  Refining  Co.  under  which  the 
American  Smelting  &  Refining  Co.'s  activities  became  reduced,  so  far 
as  selhng  was  concerned,  largely  to  those  of  a  custom  smelter.  There 
was  an  increase  in  competition  from  nonmembers  abroad.  There  was 
a  constant  undercutting  of  price,  and  certain  members  felt  that  they 
were  holding  the  umbrella,  and  it  was  more  desirable  to  have  freedom, 
and  so  gradually  by  withdrawals  it  lost  its  importance.  And,  as  1 
s&id  before,  the  second  tiling  at  that  time  was  that  we  were  under  a 
very  severe  scrutiny  by  the  Federal  Government.     Our  files  had  been 
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examined  and  taken,  we  had  all  been  subjected  to  any  number  of  oral 
examinations,  and  some  of  the  producers  felt  that  it  wasn't  worth 
while. 

Mr,  ScoLL.  The  principal  factor  of  break-up,  however,  was  the 
competitive  situation? 

Mr.  Kelley.  I  think  that  is  true. 

Mr.  ScoLL.  It  was  no  longer  profitable  to  the  members  to  work 
together  in  the  Export  Association? 

Mr,  Kelley.  Against  the  outside  competition. 

Mr.  ScoLL.  Copper  Export  Association  was  absorbed  by  Anaconda, 

1  believe.     Isn't  that  correct? 

Mr.  Kelley.  Well,  Copper  Export  Association  was  a  nonprofit- 
making  company.  It  was  financed  to  a  very  hmited  extent  by  a  sale 
of  preferred  shares  to  the  larger  producers,  or  to  all  the  producers 
who  were  interested,  and  then  the  common  shares  were  the  member- 
ship shares  that  exercised  the  voting  power.  As  these  members 
withdrew,  we  took  over  their  preferred  stock  and  after  it  ceased  its 
activity  as  a  joint  selling  organization  we  amended  the  articles  of 
incorporation  and  made  it  the  subsidiary  company  of  Anaconda  which 
handled  our  export  business,  so  that  the  name  was  perpetuated  and 
exists  today.     Is  that  what  you  want? 

Mr.  ScoLL.  Yes. 

The  Chairman.  But  it  no  longer  represents 

Mr.  Kelley  (interposing).  It  represents  nothing  but  Anaconda 
subsidiaries. 

The  Chairman.  What  position  do  the  American  producers  now 
occupy  with  respect  to  world  trade  in  copper? 

Mr.  Kelley.  We  have  got  to  draw  a  distinction  between  American 
producers  with  production  within  the  United  States  and  American 
production  controlled  without  the  United  States,  and  American-owned 
production. 

They  occupy  a  very  formidable  position  in  the  for  j:n  market  due 
to  their  ownership  and  control  of  great  producing  units  outside  the 
United  States;  but  American  producers  within  the  United  States, 
so  far  as  United  States  production  is  concerned,  are  not  a  significant 
factor  in  export  markets. 

The  Chairman.  And  American  producing  companies  do  control 
large  sources  of  copper  abroad. 

Mr.  Kelley.  Yes. 

The  Chairman.  And  they  ought  to  occupy  a  dominant  position 
abroad  in  the  ownership? 

Mr.  Kelley.  A  very  important  position. 

The  Chairman.  Mr.  Scoll,  what  is  your  plan  now? 

Mr.  Scoll.  If  it  please  the  committee,  I  think  we  might  recess  at 
this  time  and  then  continue  this  afternoon,  unless  the  committee 
prefers  to  sit  longer. 

The  Chairman.  Mr.  Kelley  will  be  on  the  stand  this  afternoon? 

Mr.  Scoll.  Yes. 

The  Chairman.  Do  any  members  of  the  committee  desire  to  ask 
any  questions  at  this  time?     If  not,  the  committee  shall  adjourn  until 

2  o'clock. 

Mr.  Scoll.  That  will  be  fine. 

(Whereupon  at  12:05  p.  m.,  a  recess  was  taken  until  2  p.  m.,  of 
the  same  (lay.) 
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AFTERNOON    SESSION 

(The  hearing  was  resumed  at  2:05  p.  m.,  upon  the  expiration  of 
the  recess.) 

The  Chairman.  The  committee  will  please  come  to  order.  Are 
you  ready  to  proceed,  Mr.  Scoll? 

Mr.  ScoLL.  Yes,  Senator. 

COPPER    EXPORTERS,    INC.,    1927-1931 

Mr.  ScoLL.  Mr.  Kelley,  I  would  like  to  take  up  with  you  now  the 
export  association  formed  by  the  copper  producers  which  was  known 
as  Copper  Exporters,  Inc.     It  was  formed  I  believe  in  October  1926? 

Mr.  Kelley.  That  is  right. 

Mr.  ScoLL.  You  were  the  president  of  Copper  Exporters,  Inc., 
were  you  not? 

Mr.  Kelley.  I  was. 

Mr.  Scoll.  And  that  too  was  a  Webb-Pomerene  corporation? 

Mr.  Kelley.  Right. 

Mr.  ScoLL.  Now,  unlike  the  previous  association  we  were  discussing, 
that  is,  Copper  Export  Association,  this  new  one  included  both  United 
States  producers  and  foreign  producers,  isn't  that  correct? 

Mr.  Kelley.  Yes. 

Mr.  ScoLL.  I  would  like  to  offer  at  this  time  a  list  entitled  "Names 
of  Members  of  Copper  Exporters,  Inc.,"  which  was  prepared  by  Mr. 
Eckert,  the  former  manager  of  Copper  Exporters,  Inc.,  under  your 
direction,  I  believe.  Before  I  offer  it,  hov/ever,  I  would  like  you  to 
explain  one  point.  In  addition  to  the  names  of  the  members  who  are 
on  this  list,  there  is  shown  a  list  of  producers  whose  production  was 
sold  to  or  by  members  or  associates.  Now  were  those  producers  of 
copper  controlled  by  members  of  the  Exporters,  Inc.?  That  is,  was 
the  sale  of  their  copper  controlled? 

Mr.  Kelley.  Yes.  For  the  most  part  they  were  either  controlled 
as  subsidiaries  or  smaller  producers,  whose  production  would  not 
warrant  their  maintaining  their  own  selling  organizations. 

Mr.  ScoLL.  I  tlunlc  for  the  information  of  the  committee  I  might 
just  read  the  names  of  the  foreign  producers  who  were  included  in 
this  association. 

The  Chairman.  May  I  have  a  copy  of  it? 

Mr.  Scoll.  The  Andes  Copper  Mining  Co.  Now  that  was  a 
subsidiary  of  Anaconda? 

Mr.  Kelley.  Right. 

Mr.  Scoll.  The  Chile  Exploration  Co. — that  also  was  a  subsidiary 
of  Anaconda? 

Mr.  Kelley.  Yes. 

Mr.  Scoll.  Henry  Gardner — who  was  Henry  Gardner? 

Mr.  Kelley.  Henry  Gardner  is  a  metal  dealer  in  London  who 
formerly  was  connected  with  the  old  Metallgesellschaft  and  who  acts 
as  a  selling  agent  for  a  number  of  producers  outside  of  the  United 
States. 

The  Chairman.  Is  he  incorporated? 

Mr.  Kelley.  It  originally  was  a  partnership.  I  think  he  became 
incorporated  about  some  years  ago  when  he  became  affiliated  with  the 
British  Metal  Corporation. 
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The  Chairman.  So  that  actually  it  is  not  a  person  now  but  a  legal 
entity? 

Mr.  Kelley.  Legal  entity. 

Mr.  ScoLL.  Aron  Hu'sch  &  Son;  who  were  they? 

Mr.  Kelley.  Aron  Hirsch  &  Son  was  an  old  German  metal  dealing 
firm,  and  that  I  am  sure  was  a  partnership. 

Mr.  ScoLL.  They  were  sellers,  probably. 

Mr.  Kelley.  They  were  buyers  and  sellers. 

Mr.  Scoll.  In  other  words,  dealers? 

Mr.  Kelley.  Dealers. 

Mr.  ScoLL.  Then  Mansfeld  &  Mansfeldscher;  that  is  the  old  Mans- 
feld  producer,  isn't  it? 

Mr.  Kelley.  In  Germany. 

Mr.  Scoll.  Been  in  operation  over  a  thousand  years,  I  believe? 

Mr.    Kelley.  Very  long. 

Mr.  Scoll.  And  not  very  important? 

Mr.  Kelley.  No. 

Mr.  Scoll,  Metallgesellschaft — they  were  dealers  or  producers? 

Mr.  Kelley.  Dealers. 

Mr.  Scoll.  Haut  Katanga? 

Mr.  Kelley.  Haut  Katanga  was  the  very  large  Belgian  producer. 

Mr.  Scoll.  Hoboken? 

Mr.  Kelley.  Hoboken  is  an  affiliate  of  Katanga,  engaged  in  the 
custom  smelting  and  refining  business  at  Hoboken  in  Belgium. 

Mr.  Scoll.  And  the  South  American  Products  Corporation — 
what  connection  did  that  have  with  any  of  the  others? 

Mr.  Kelley.  Really,  I  don't  know;  it  is  a  very  small  entitity. 

Mr.  Scoll.  Unimportant? 

Mr.  Kelley.  Unimportant. 

Mr.  ScoLL.  Rio  Tiuto? 

Mr.  Kelley.  I  withdraw  my  answer  as  to  the  Soutli  American 
Products,  because  I  just  don't  know. 

Mr.  ScoLL.  Now,  Rio  Tinto,  can  you  identify  them? 

Mr.  Kelley.  Rio  Tinto  is  a  very  old  British  controlled  company 
operating  in  Spain. 

Mr.  ScoLL.  Then  we  have  American  Metal,  Canada. 

Mr.  Kelley.  That  was  an  organization  affiliated  \\dth  the  Inter- 
national Nickel  Co.  in  the  refining  business  and  I  think  acted  as  the 
sales  agency  for  the  International  Nickel  Co. 

Mr.  Scoll.  The  British  Metal  Corporation? 

Mr.  Kelley.  The  British  Metal  Corporation  was  a  corporation  that 
was  formed  under  the  auspices  of  the  British  Government  during  the 
late  war — I  mean  the  first  World  War — and  they  handled  very  largely 
the  product,  the  metal  product,  of  Empire  producers  at  that  time. 

Mr.  Scoll.  They  were  dealers,  were  they  not? 

Mr.  Kelley.  They  were  dealers  and  selling  agents. 

Mr.  Scoll.  Roan  Antelope? 

Mr.  Kelley.  Is  a  Rhodesian  producer. 

Mr.  Scoll.  They  didn't  come  in  until  sometime  later,  I  observe. 

Mr.  Kelley.  After  1931. 

Mr.  Scoll.  And  Bor? 

Mr.  Kelley.  Bor  is  a  copper  producer  in  what  was  formerly  Serbia, 
now  part  of  Yugoslavia  and  is  an  important  European  producer. 

Mr.  Scoll.  Boleo? 


13168        CONCENTRATION  OF  ECONOMIC  POWER 

Mr.  Kelley.  Boleo  is  a  small  copper  producer  in  Lower  California, 
the  product  of  which  is  sold,  I  think,  through  the  American  Smelting 
&  Refining  Co. 

Mr.  ScoLL.  Now  Greene  Cananea,  which  I  mentioned  before,  is  an 
Anaconda  subsidiary? 

Mr.  Kelley.  Subsidiary. 

Mr.  ScoLL.  So  that  the  Copper  Exporters,  Inc.,  comprised  virtually 
the  entire  important  copper  producers  and  dealers  in  the  world? 

Mr.  Kelley.  Very  largely. 

The  Chaikman.  How  many  of  them  were  subsidiaries  of  Anacon- 
da, these  members? 

Mr.  Kelley.  I  should  say  four  or  five. 

The  Chairman.  Four  or  five. 

Mr.  Kelley.  International  which  didn't  hold  membership;  Inter- 
national, Chile,  Andes  and  Greene. 

The  Chairman.  Of  course  there  are  other  subsidiaries  of  Anaconda 
which  were  not  members  of  the  association? 

Mr.  Kelley.  Oh,  yes. 

The  Chairman.  Axe  they  producers? 

Mr.  Kelley.  Some  are  producers  that  are  aflSliated  with  Anaconda, 
but  are  not  strictly  subsidiaries,  like  Walker,  Mountain  City,  Inspira- 
tion; but  we  represented  all  of  them  in  the  organization. 

Mr.  Scoll.  May  I  offer  this  as  an  exhibit? 

The  Chairman.  Without  objection  the  exhibit  is  received. 

(The  Hst  referred  to  was  marked  "Exhibit  No.  2117"  and  is  included 
in  the  appendix  on  p.  13441.) 

admission  of  foreign  producers  to  membership  in  copper 
exporters,  inc. 

Mr.  Kelley.  There  was  an  interesting  difference,  if  I  may  suggest, 
in  this  set-up  between  that  of  the  old  Copper  Export  Association.  In 
the  old  Copper  Export  Association  we  did  not  have  foreign  associates. 
About  the  time  that  there  was  a  terrific  slump  in  the  silver  market. 
We  were  urged  by  government  authorities,  Senator  Pittman  and  others, 
to  form  a  Webb-Pomerene  corporation  to  handle  silver  as^n  offset 
to  the  London  metal  dealers  in  that  matter,  and  in  that  situation, 
we  took  the  matter  up  with  our  Department  of  Commerce.  As  I 
recall  it,  Mr.  Hoover — Secretary  Hoover — got  a  ruling  from  the  De- 
partment of  Justice  that  under  the  Webb-Pomerene  Act  we  did  not 
need  to  be  an  association  exclusively  of  American  exporters  but 
might  have  foreign  associates. 

The  Chairman.  Such  a  ruling  was  handed  down  by  the  Department 
of  Justice? 

Mr.  Kelley.  To  the  Department  of  Commerce. 

Mr.  Scoll.  Do  you  know  approximately  when  that  occurred? 

Mr.  Kelley.  I  can't  recall  the  date,  it  was  preceding  this  organiza- 
tion. 

Mr.  Scoll.  It  was  before  October  1926? 

Mr.  Kelley.  I  think  so.  After  a  very  thorough  study  of  tht.  situa- 
tion, we  felt  that  it  was  an  impractical  thing  to  attempt  to  organize  a 
sUver  association  for  the  reason  that  sUver  was  not  so  much  affected 
by  current  production  as  by  the  great  bulk  of  silver  that  had  been 
accumulated  over  the  centuries  and  was  locked  up  in  the  monetary 
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reserves  of  various  nations,  and  silver  was  not  a  commercial  thing 
but  rather  dependent  upon  its  function  as  a  money.  But  it  was  in  part 
the  idea  that  we  explored  at  that  time.  That  was  the  genesis  for 
setting  up  the  Copper  Exporters  as  it  subsequently  came  to  be. 

The  Chairman.  How  did  you  come  about  to  seek  this  ruling  from 
the  Department  of  Justice  that  membership  of  foreign  producers  and 
dealers  would  not  be  prohibited  by  the  Webb-Pomerene  Act? 

Mr.  Kelley.  It  was  because  we  reahzed  the  utter  futility  in  the 
silver  situation  of  endeavoring  to  do  anything  unless  we  had  the 
cooperation  of  silver  producers  outside  the  United  States. 

The  Chairman.  And  was  it  in  connection  "with  the  silver  program 
rather  than  in  connection  Nvith  the  copper  program  that  you  obtained 
that  ruling? 

Mr.  Kelley.  Yes;  at  that  time  it  was. 

The  Chairman.  But  that  was  prior  to  the  organization  of  this 
particular  corporation? 

Mr.  Kelley.  Right. 

The  Chairman.  And  because  of  that  ruling,  you  brought  in  the 
foreign  producers? 

Mr.  Kelley.  That  was  a  factor  in  the  situation,  but  Senator,  it 
was  the  very  fact  that  the  foreign  production  had  increased  so  very 
much  during  the  twenties  that  we  reahzed  that  an  export  association 
without  the  inclusion  of  foreign  producers  would  be  futile. 

Mr.  ScoLL.  You  stated  that  that  memorandum  was  from  the  De- 
partment of  Justice.  Are  you  sure  it  was  the  Department  of  Justice 
or  was  it  the  Federal  Trade  Commission? 

Mr.  Kelley.  My  recollection  is  it  was  the  Department  of  Justice. 
It  may  have  been  the  Federal  Trade  Commission.  There  was  a 
governmental  ruling. 

Mr.  O'Connell.  May  I  inquire,  do  you  know? 

Mr,  ScoLL.  The  reason  I  asked  the  question  was  that  in  our  re- 
searches for  this  hearing  we  ran  across  a  reference  to  the  fact  that  a 
Dr.  Notz  of  the  Federal  Trade  Commission  was  interested  in  this 
question  and  had  given  his  opinion  that  the  membership  of  foreign 
organizations  in  Copper  Exporters,  Inc.,  was  within  the  purview  of  the 
Webb-PomerMie  Act. 

Mr.  Kelley.  That  is  right.  I  recall  it  was  taken  up  with  Dr.  Notz 
in  regard  to  this  particular  organization.  I  am  not  sure  where  the 
previous  ruling  came  from. 

Mr.  O'Connell.  I  presume  it  was  taken  up  with  Dr.  Notz,  or 
whoever  it  was  taken  up  with,  because  in  the  opinion  of  your  counsel 
there  was  some  doubt  as  to  the  legahty? 

Mr.  Kelley.  The  law  was  not  entirely  clear,  and  as  I  recall  the 
language  of  the  Webb-Pomerene  Act  it  referred  to  American  producers 
engaged  in  export  trade.  I  think  that  is  the  language.  We  didn't 
know  whether  that  was  broad  enough  to  cover  an  association  with 
producers  outside  the  United  States  or  not,  and  we  sought  advice. 

Mr.  O'Connell.  I  would  be  quite  interested  if  we  could  get  a 
copy  of  whatever  opinion  was  written,  because  that  is,  as  I  imder- 
stand  it,  the  type  of  situation  that  doesn't  often  arise,  or  if  it  does 
arise  is  not  dealt  with  in  that  way.  I  do  not  imderstand  that  it  is 
now  considered  proper  for  the  Department  of  Justice  or  the  Federal 
Trade  Commission  to,  in  effect,  give  advisory  opinions  and  render 
declaratory  rulings. 
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Mr,  Kblley.  Please  understand,  I  didn't  say  that  the  Depart- 
ment of  Justice  gave  us  an  opinion,  because  we  know  that  is  not 
true;  but  I  think  the  matter  was  taken  up  with  the  Department  of 
Commerce  and  I  think  the  Department  of  Justice  advised  the  De- 
partment of  Commerce  as  a  coordinated  branch  of  the  Government. 
They  did  not  advise  us,  and  I  don't  know  that  Dr.  Notz  advised  us 
other  than  not  entering  opposition.  We  never  did  get  direct  advice. 
Mr.  O'CoNNELL.  As  you  know,  there  has  been  quite  a  bit  of  dis- 
cussion in  recent  years  about  the  advisabiUty  of  having  some  agency 
of  Government  empowered  to,  in  effect;  render  declaratory  rulings  or 
advisory  rulings  to  people  in  your  position. 
Mr.  Kelley.  Correct. 

The  Chairman.  This  was  quite  obviously  a  declaratory  ruhng  of 
that  character.     Did  you  receive  a  copy  of  it? 

Mr.  Kelley.  No;  I  can't  recall  that  I  received  it.  Our  counsel 
went  to  the  Federal  Trade  Commission,  I  know,  and  consulted  Dr. 
Notz,  and  T  think  I  had  some  consultations  with  him  myself.  They 
were  fully  advised  of  the  plan. 

The  Chairman.  Did  you  ever  receive  any  written  communication 
from  the  Department  of  Justice  or  the  Department  of  Commerce  with 
respect  to  this? 
Mr.  Kelley.  No. 

The  Chairman.  How  did  you  know  that  that  ruling  was  made? 
Mr.  Kelley.  We  inferred  that  it  was  made  from  the  fact  that  there 
was  no  opposition.  Counsel  advises  me  that  the  opinion  of  the 
Department  of  Justice  was  published  by  the  Department  of  Com- 
merce and  circulated  publicly.  It  was  not  addressed  to  me  or  any- 
body in  particular. 

The  Chairman.  Does  your  counsel  have  a  copy  of  it? 
Mr.  Kelley.  He  is  trying  to  find  it. 
The  Chairman.  Proceed,  Mr.  Scoll. 

Mr.  O'CoNNBLL.  I  think  it  is  of  some  general  interest  that  you 
could  have  subsequently  been  prosecuted  or  legal  proceedings  could 
have  been  brought  by  the  Department  of  Justice  or  the  Federal  Trade 
Commission  in  a  strictly  legal  sense,  in  spite  of  that  pubUshed  opinion 
or  ruling. 

Mr.  Kelley.  That  issue  was  not  involved;  that  issue  was  never 
raised  by  the  Government  that  we  had  foreign  associates. 

Mr.  O'CoNNELL.  I  understand  that,  but  I  was  merely  illustrating 
what  I  understand  to  be  the  fact,  and  that  is  that  such  rulings  as  are 
made  informally  under  existing  law  are  not  binding  on  the  Govern- 
ment and  do  not,  strictly  speaking,  protect  anyone  who  rehes  upon 
them. 

Mr.  Kelley.  I  so  understand. 

Mr.  O'CoNNELL.  And  that  also  was  one  of  the  things  that  has  been 
discussed  in  connection  with  the  problem  of  rendering  declaratory 
rulings,  in  that  if  such  a  technique  were  devised  it  would  afford  legal 
protection  to  persons  who  rely  on  it  which  is  not  now  available. 

Mr.  ScoLL.  In  the  Wall  Street  Journal,  Tuesday  morning,  October 
12,  1926,  there  was  published  a  press  release  which  purported  to  be 
issued  by  you,  which  reads  in  part  as  follows: 

Copper  Exporters,  Inc.,  is  an  organization  of  American  copper'producers  asso- 
ciated with  whom  are  certain  foreign  producers  and  sellers  of  copper.  The  pur- 
pose of  the  organization  is  to  endeavor  to  eliminate  in  foreign  countries  the  harm- 
ful speculation  that  causes  wide  fluctuations  in  price,  unwarranted  by  industrial 
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factors  in  European  markets,  and  tends  to  destroy  confidence  in  the  integrity  of 
such  price  and  the  stability  of  the  business. 

Further  along  the  statement  says: 

The  need  for  such  an  organization  must  be  manifest  to  anybody  who  has 
followed  the  trend  of  the  foreign  copper  market,  especially  since  the  war.  Wide 
fluctuations  in  prices,  working  hardshipt;  on  producers  and  consumers  alike, 
speculative  movements  engineered  by  foreign  dealers  who  have  no  financial  inter- 
est in  the  production  of  the  metal,  have  produced  a  situation  in  foreign  markets 
intolerable  from  the  producers'  point  of  view. 

That  in  general  states  the  pnrposes  of  the  organization  of  Copper 
Exporters,  Inc.,  does  it  not? 

Mr.  Kelley.  It  does. 

Mr.  ScoLL.  Now,  if  you  will,  will  you  refer  to  the  chart  which  is 
"Exhibit  No.  2100"  ^  and  look  at  the  period  from  1921  to  1926? 
Except  for  the  rise  in  1922  and  '23,  which  I  believe  was  caused  by  the 
stock  situation  in  1921  and  '22,  having  been  liquidated  through  the 
pool — a  demand  having  been  created  which  Copper  Exporters  Asso- 
ciation filled — except  for  that  interlude  would  you  say  that  the  price 
fluctuations  from  1921  to  '26  were  wide  fluctuations? 

Mr.  Kelley.  Comparatively;  yes.  You  must  realize,  Mr.  Scoll, 
that  what  you  show  here  in  a  very  small  scale  of  probably  three- 
quarters  of  an  inch  covers  the  transactions  of  the  year  and  imdoubtedly 
has  been  worked  out  to  an  average  trend  over  that  year.  It  doesn't 
show  the  day-to-day  transactions.  It  does  show,  however,  that  in 
that  period,  contrary  to  normal  commercial  tendencies,  in  '21  you  had 
the  price  of  standard  in  midyear  above  the  price  of  electro,  and  if  you 
will  look  at  the  difference  in  the  spread  as  indicated  by  this  chart, 
you  will  see  that  there  was  no  uniformity  of  difference  between 
electro  and  standard.  Now  that  lack  of  uniformity  was  due  entirely 
to  speculative  influences.  It  was  due  to  the  fact  that  when  the 
standard  market  advanced  to  or  above  the  electro,  the  speculators 
were  buying  forward  positions  upon  the  futures,  as  we  call  it,  upon  the 
basis  that  the  price  would  go  up,  and  when  that  spread  widens  imduly 
it  is  because  they  are  speculating  on  the  short  side  in  the  belief  that 
the  price  is  going  to  fall.  It  is  the  future  market  rather  than  the  spot 
market  that  controls. 

Mr.  Scoll.  I  beheve  that  one  of  the  intolerable  aspects  of  this  situa- 
tion that  you  are  referring  to  arises  from  the  fact  that  these  specula- 
tions in  the  London  market  affect  the  domestic  prices.    Isn't  that  right? 

Mr.  Kelley.  They  undoubtedly  do;  yes. 

Mr.  Scoll.  Well,  then,  I  would  like  to  refer  you  to  the  table  which 
accompanies  "Exhibit  No.  2100."    Have  you  a  copy  of  that  table  there? 

Mr.  Kelley.  Yes. 

Mr.  Scoll.  The  domestic  f.  o.  b.  refinery  price  of  New  York  elec- 
trolytic, monthly,  in  1924  varied  from  12.40  to  14.26.  That  is  ap- 
proximately 2  cents.  The  1925  monthly  average  varied  from  13.34 
to  14.49.  That  is  a  httle  over  a  cent.  At  the  beginning  of  1926,  up 
to  October  when  the  Copper  Exporters,  Inc.,  was  formed,  the  price 
ranged  from  13.59  as  high  as  14.17,  less  than  a  cent.  Those,  to  my 
way  of  thinking,  were  not  very  wide  fluctuation?.  Am  I  correct  in 
that  assumption? 

'   Mr.  Kelley.  I  would  differ  with  you  as  a  matter  of  opinion.    I 
would  say  this  in  explanation.    What  we  are  concerned  with  in  the 

'  Appendix,  p.  13394. 
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business  is  the  daily  jQuctuation.  I  myself  have  sat  in  the  ijondon 
Metal  Exchauge  at  the  close  of  'Change,  as  they  call  it,  and  seen 
somebody  come  in  and  oflfer  50  tons  of  standard,  but  if  there  jv^as  no 
buyer  immediately  there  to  take  it,  standard  would  close  weak.  That 
close  of  the  London  market  would  be  telegraphed  or  cabled  to  New 
York  and  the  copper  market  in  New  York  would  be  affected  to  some 
extent  adversely  by  a  sale  of  50  tons  of  copper. 

Mr.  ScoLL.  At  that  time  weren't  you  also  concerned  with  the  in- 
creasing production  of  your  foreign  competitors? 

Mr.  Kelley.  Very  much. 

Mr.  ScoLL.  So  that  it  would  be  correct  to  say  that  the  fluctuations 
in  price  alone  were  not  the  cause  for  the  formation  of  Copper  Ex- 
porters, but  it  was  a  combination  of  factors  including  the  threat  of 
competition  that  had  come  into  being? 

Mr.  Kelley.  That  is  right. 

Mr.  ScOLL.  You  mentioned  a  while  ago  that  the  fluctuations  of  the 
London  price  had  their  effect  on  the  domestic  price.  Will  you  explain 
just  how  that  occurs? 

Mr.  Kelley.  Well,  for  instance,  ta,ke  the  first  4  months  of  a  rep- 
resentative year. 

Mr.  ScOLL.  Excuse  me  for  interrupting  you.  Maj^be  I  can  ask 
you  a  question  or  two  that  will  help.  If  a  domestic  buyer  was  looking 
for  the  best  price  possible  to  obtain,  he  would,  I  presume,  look  at  the 
London  market  and  see  what  was  happening  over  there,  would  he  not? 

Mr.  Kelley.  He  would. 

Mr.  Scoll.  And  similarly  the  sellers  in  order  to  obtain  the  best 
price  from  their  side  would  not  sell  below  what  the  price  was  in 
London. 

Mr.  Kelley.  We  might. 

Mr.  Scoll,  So  that  if  Copper  Exporters,  Inc.,  could  remove  the 
influence  of  the  London  speculators  from  the  world  market.  Copper 
Exporters  would  stabilize  not  only  foreign  prices  but  United  States 
prices  as  well. 

Mr.  Kelley.  There  would  be  bound  to  be  an  interrelation  betwe^a 
the  prices;  you  can't  avoid  that,  I  think. 

Mr.  Scoll.  If  I  may  pursue  that  just  one  step  further,  the  price 
of  fabricated  copper  products  is  geared  to  the  price  of  electrolytic 
copper.     Isn't  that  so? 

Mr.  Kelley.  Correct. 

Mr.  Scoll.  So  that  fluctuations — speculation  in  London — would 
indirectly  affect  the  price  of  fabricated  articles? 

Mr.  Kelley.  I  think  so. 

Senator  King.  Isn't  it  true  that  forei^  prices  of  commodities  which 
are  used  in  foreign  countries  as  well  as  in  the  United  States  determine 
in  a  measure  domestic  prices;  that  is  to  say,  they  influence  domestic 
prices  and  domestic  prices  might  influence  foreign  prices? 

Mr.  Kelley.  True. 

Senator. King.  TUftt  was  true  in  silver,  lead,  zinc,  and  wool. 

Mr.  Kelley.  I  can't  answer  al)out  wool,  but  in  worid-wide  ma,rkets 
of  metals  and  particularly  before  there  was  a  restrictive  tariff  or 
excise  tax  on  copper  coming  into  the  United  States,  you  had  one 
market  practicially,  and  that  was  a  world-wide  market.  You  might 
have  a  fluctuation  temporarily  on  a  speculative  situation,  but  the 
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markets  normally  would  settle  down  to  the  respective  differences  of 
transportation,  carriage,  and  insurance. 

The  Chairman.  This  was  an  effort,  in  other  words,  to  stabilize  the 
world  price. 

Mr.  Kelley.  Yes^  without  using — remember,  always — the  power 
of  the  export  association  to  artificially  or  intentionally  affect  the 
domestic  markets. 

The  Chairman.  Well,  then,  just  .how  did  you  go  about  attaining 
the  objective  you  had  in  mind? 

Mr.  Kelley.  We  never  did  attain  it. 
■  The  Chairman.  You  didn't  attain  it  at  all? 

Mr.  Kelley.  No.  We  may  have  helped,  but  it  was  never  perfect, 
because  we  not  only  had  our  competitive  situation  at  home,  but — 
remember — we  were  up  against  the  most  intensive  competitive  situa- 
tion on  the  other  side  as  well,  and  really,  what  it  amounted  to  was  to 
prevent  the  American  producers,  largely,  from  cutting  each  other's 
t  a?oats  in  foreign  businesSj  and  that  is  what  we  had  been  doing. 

The  Chairman.  Wliat  part  did  the  foreign  producers  who  were 
oiembers  of  this  organization  play  in  that,  in  preventing  the  American 
producers  from  cutting  one  another's  throats? 

Mr.  Kelley.  Before  the  formation  of  the  export  association,  they 
played  a  very  important  part. 

The  Chairman.  Oh,  yes. 

Mr.  Kelley.  But  we  never  had  in  the  export  association  a  complete 
control  of  copper.    There  was  always  outside  competition. 

The  Chairman.  But  you  had  a  certain  objective  in  bringing  these 
fo/eign  producers  into  the  association. 

Mr.  Kelley.  Right. 

The  Chairman.  That  objective  was  the  stabilization  of  price,  and 
you  say  it  was  not  made  effective.    Am  I  right? 
'    Mr.  Kelley.  Not  completely. 

The  Chairman.  Well,  now,  to  what  extent  was  it  made  effective, 
and  what  part  did  the  foreign  producers  play  in  helping  you  to  make 
it  effective? 

Mr.  Kelley.  Of  course,  that  is  a  matter  of  conjecture. 

The  Chairman.  I  know  of  nobody  better  to  conjecture  about  it 
than  you. 

Mr.  Kelley.  You  see,  Senator,  how  far  we  were  successful  we  don't 
know,  because  we  don't  know  what  the  result  might  have  been  if  we 
had  not  made  the  effort;  but  I  think  it  helped. 

The  Chairman.  Very  well.  Now,  what  part  did  the  foreign  pro- 
ducers play  in  helping  to  bring  about  this  partially  successful  result? 

Mr.  Kelley.  Those  who  came  into  the  first  association,  let  me  say, 
geared  their  price  to  the  same  price  as  our  copper  delivered  on  the 
other  side,  and  took  an  allocation  based  upon  their  production,  but  in 
this  association,  it  differed  from  the  old  association.  There  was  no 
joint  seller.  Everybody  who  had  them  sold  his  copper  through  his 
own  organizations. 

The  Chairman.  You  see,  Mr.  Kelley,  this  is  a  picture  that  is  shapmg 
up  in  my  mind.  Remembering  your  testimony  of  yesterday,  you  spoke 
about  the  magnitude  of  the  foreign  buyers  of  copper,  and  the  concen- 
tration of  control  which  had  been  perfected  abroad  over  the  action  of 
these  buyers.    Then  you  said  that  American  producers  sought  to  meet 
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the  adverse  results  of  that  concentration  in  Europe  among  the  pur- 
chasers upon  their  selling  price.  To  meet  that  you  sought  authority 
from  Congress  and  received  it  to  establish  under  the  Wobb-Pomerene 
Act  an  organization  authorized  by  that  act  for  the  particular  purpose 
of  aiding  American  corporations  in  the  world  market  in  competition 
with  concentrated  agencies  abroad.  That  is  correct  so  far  as  we  have 
gone. 

Mr.  Kelley.  Correct. 

The  Chairman.  Now,  that  copper  association  went  out  of  existence 
and  a  few  years  passed  in  which  there  was  no  such  organization,  and 
then  this  new  cQrporation  was  formed  and  in  this  new  corporation 
you  brought  foreign  producers.  In  the  first  instance  under  the  Webb- 
Pomerene  Act  you  were  setting  up  a  combination  of  American  pro- 
ducers to  fight  the  foreign.  Now,  under  the  new  organization,  you 
have  brought  in  the  foreign  producers  as  well.  Now,  why  did  you 
bring  them  in,  and  what  part  did  they  play,  and  were  they  helping 
you  to  protect  American  producers,  or  were  you  helping  them  to 
protect  their  interests? 

EXTRAOEDINABT  INCREASE  IN  FOREIGN  PRODUCTION 

Mr.  Kelley.  The  reason  that  impelled  us  to  bring  them  in  was 
the  extraordinary  increase  that  occurred  in  the  production  of  foreign 
copper.     If  you  look  at  the  production 

The  Chairman  (interposmg).  That  is  shown  on  "Exhibit  No.  2100."^ 

Mr.  KteLLEY.  So  that  by  the  mid-twenties — if  I  may  ask  you  Mr. 
Chairman,  to  look  at  this  chart,*  you  will  see 

Senator  King  (interposing).  Has  that  been  identified? 

The  Chairman.  This  is  a  chart  I  understand  prepared  by  your 
organization? 

Mr.  Kelley.  The  chart  was  prepared  by  our  organization,  but 
the  data  was  taken  from  Government  bulletins. 

The  Chairman.  Yes,  and  it  shows  foreign  copper  production  year 
by  year  from  1880  to  1936,  approximately. 

Mr.  ScoLL.  Shall  we  give  it  an  exhibit  number  as  2118? 

The  Chairman.  I  was  going  to  suggest  that.  This  is  "Exhibit 
No.  2118"  offered  by  the  witness  Mr.  Kelley  and  it  may  be  accepted. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2118"  and  is 
included  in  the  appendix  on  p.  13442.) 

Mr.  Kelley.  If  you  look  at  that  chart  you  wUl  see  that  during 
the  war  period,  foreign  production  went  down.  That  was  due  to 
transportation  diflSculties,  largely.  Right  after  the  war  period, 
beginning  along  in  the  early  twenties,  you  will  see  that  the  foreign 
production  began  to  increase  very  rapidly.  By  the  mid-twenties, 
about  the  time  this  organization  '  was  perfected,  it  had  increased  on 
the  chart  that  I  have — which  is  a  composite  chart  of  what  you  are 
looking  at — from  a  maximum  before  the  war  of  about  a  biUion  poimds 
to  about  a  billion  eight  hundred  million  pounds.  It  was  in  that  period 
that  Katanga  came  into  large  production,  that  Canada  came  into 
large  production,  and  also  that  Chile  very  largely  increased  its  produc- 
tion. And  the  result  was,  of  course,  wp  had  an  oversupply  for  any 
potential  demand. 

1  Appendix,  p.  13394. 

»  "Exhibit  No.  2118,"  appendix,  p.  13442. 

•  Copper  Exporters,  Inc. 
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The  Chairman.  Now,  then,  this  chart  would  indicate,  if  I  have 
correctly  followed  your  testimony  and  the  indications  of  the  chart 
itself,  that  beginning  with  1920,  or  shortly  thereafter,  production 
began  to  increase  very  markedly  in  Chile  arfd  to  quite  an  extent  in 
Canada.     Is  that  right? 

Mr.  Kelley.  That  is  right. 

The  Chairman.  Very  materially  in  Katanga,  also  in  Europe. 

Mr.  Kelley.  Right. 

The  Chairman.  And  in  Japan  it  seemed  to  maintain  practically 
the  same  level.  It  increased  somewhat  in  Russia,  somewhat  in  Mex- 
ico, somewhat  in  Peru,  and  in  the  others  it  was  practically  unchanged. 
The  big  production  in  Rhodesia  did  not  come  in  untU  after  1930. 
That  is  the  correct  picture,  is  it  not? 

Mr.  Kelley.  That  is  right. 

The  Chairman.  Now,  looking  at  "Exhibit  No.  2100,"  I  am  impres- 
sed by  the  fact  that  during  practically  this  same  period,  particularly 
when  the  Copper  Export  Association,  Inc.  was  operating,  and  Copper 
Exporters,  Inc.  were  operating — this  increase  of  production  was 
apparently  accompanied  by  an  increase  in  price. 

Mr.  Kelley.  I  think  not. 

The  Chairman.  Well,  now  the  Copper  Export  Association  was  in 
operation  from  1919  through  1923.  During  that  period  in  1919,  the 
latter  part  of  that  year,  the  price  went  from  15  cents  to  about  23K, 
apparently. 

Mr.  Kelley.  I  will  get  that  before  me  in  just  a  moment. 

The  Chairman.  I  was  looking  at  "Exhibit  No.  2100." 

Mr.  Scoll.  Senator,  I  was  going  to  take  up  that  point. 

The  Chairman.  I  beg  your  pardon. 

Mr.  Scoll.  I  will  introduce  the  tables. 

The  Chairman.  Very  well.  I  am  sorry  for  interrupting  the  orderly 
presentation  of  your  case. 

Senator  King,  And  in  presenting  it  I  wish  you  would  ask,  if  you 
care  to,  that  with  the  revival  in  business  along  in  1922,  1923,  and  up 
to  1929  there  was  an  increased  demand  for  copper  and  for  all 
commodities. 

Mr.  Scoll.  Before  we  discuss  the  matter  of  prices,  I  would  like  to 
introduce  this  table  showing  the  production  controlled  by  the  members 
and  then  proceed  to  a  brief  discussion  and  outline  of  how  it  worked. 

The  Chairman.  What  is  this  table  and  by  whom  prepared? 

Mr.  Scoll.  This  table  that  I  am  offering  is  a  table  entitled  "Share 
of  World  Production  of  Copper  Controlled  by  Members. of  Copper 
Exporters,  Inc.,  1927-1931."  It  was  prepared  by  the  staff  of  the 
T.  N.  E.  C.  from  figures  compiled  by  Mr.  R.  R.  Eckert,  former  manager 
of  the  Copper  Exporters,  Inc.  The  original  figures  which  Mr.  Eckert 
compiled  came  from  the  American  Bureau  of  Metal  Statistics,  a 
statistical  organization  which  is  maintained  by  the  producers ;  and  were 
submitted  to  us  at  our  request  under  the  direction  of  Mr.  Kelley. 

The  Chairman.  Have  you  examined  this  exhibit  Mr.  Kelley? 

Mr.  Kelley.  I  am  not  sure  whether  I  have  seen  it  but  we  have 
a  copy. 

The  Chairman.  Without  objection  the  exhibit  may  be  accepted. 

Mr.  Scoll.  I  would  like  to  make  just  one  brief  comment  to  explain 
the  exhibit.  It  shows  that  in  1927,  the  members  of  Copper  Exporters, 
Inc.,  controlled  93.8  percent  of  the  United  States  production  and  that 
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in  the  same  year  they  controlled  84.8  percent  or  85  percent  of  the 
world  production.  Those  figures  varied  slightly  fronj  time  to  time 
through  the  effective  life  of  the  organization  to  1931.  Generally 
speakmg,  the  percentages  were  roughly  from  91  percent  to  93  percent 
of  United  States  production  and  from  77  percent  to  85  percent  of  the 
world  production. 

The  Chairman.  Is  that  substantially  correct  Mr.  Kelley? 

Mr.  Kelley.  I  believe  so,  yes. 

The  Chairman.  The  exhibit  may  be  received. 

(The  table  referred  to  was  marked  "Exhibit  No.  2119"  and  is 
included  in  the  appendix  on  p.  13443.) 

The  Chairman.  Now,  it  would  appear  from  this  exhibit  that  this 
control  just  described  by  Mr.  ScoU  is  to  be  observed  in  all  the  years 
covered,  namely  '27,  '28,  '29,  '30,  and  '31.  In  those  years,  the  Copper 
Exporters,  Inc.,  controlled  in  excess  of  90  percent  of  the  United  States 
pit^uction  of  copper  and  between  77.7  and  85.8  percent  of  the 
world  production. 

Mr.  Kelley.  I  would  modify  that,  Senator,  only  by  saying  that  it 
is  incorrect  to  say  that  Copper  Exporters,  Inc.,  controlled  that  per- 
centage of  production. 

The  Chairman.  Members  of  the  Copper  Exporters? 

Mr.  KJELLBY.  Copper  Exporters  itseW  exercised  no  control. 

The  Chairman.  I  didn't  mean  to  leave  that  implication  and  I  am 
glad  you  corrected  it. 

method  of  operation  of  copper  exporters 

Mr.  ScoLL.  What  you  meant  to  emphasize,  I  beheve,  Mr.  Kelley, 
was  that  Copper  Exporters,  Inc.,  was  primarily  and  solely  a  pnce- 
determining  agency  for  fixing  the  foreign  price,  the  export  price  of 
copper? 

Mr.  Kelley.  And  clearing  foreign  transactions.  It  was  a  clearing- 
house. 

Mr.  Scoll.  It  had  no  control,  for  instance,  over  the  production 
policies  of  the  members? 

Mr.  Kelley.  None  whatsoever. 

Mr.  Scoll.  Or  their  sales? 

Senator  King.  You  answer  that  affirmatively,  "or  their  sales"? 

Mr.  Kelley.  Or  their  sales,  except  as  they  followed  the  rules.  I 
think  it  is  only  fair  to  say  tins:  In  Copper  Exporters,  Inc.,  there  was 
no  such  thing  as  a  fixed  price  necessarily.  Under  the  rules  a  price 
was  fixed  or  set  at  which  the  members  were  willing  to  sell  copper.  If 
any  memj[»er  didn't  wish  to  sell  at  that  price  there  was  no  compulsion 
upon  him.  to  do  so.  On  the  contrary,  if  he  wished  to  hold  for  a  higher 
price  he'l^d  a  perfect  right  to  do  it.  If,  on  the  other  hand,  he  wished 
to  sell  at  a  lower  price  he  had  a  perfect  right  to  do  it.  If  one  member 
decided  that  he  preferred  to  sell  at  a  lower  price,  he  could  do  so.  It 
was  then  the  privilege  of  the  other  members  to  modify  the  previous 
price  and  participate  in  busmess  at  the  lower  price  or  not,  as  they 
saw  fit.    It  was. a  perfectly  flexible  situation. 

The  thing  that  was  eliminated  in  the  foreign  markets  was  the  in- 
tense competition  between  one  another. 
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The  Chairman.  Just  how  was  that  eliminated?  If  you  say  that 
the  members  were  at  liberty  to  disregard  the  price 

Mr.  Kelley.  It  was  eliminated  principally  because  the  seller  knew 
the  truth.  You  referred  the  other  day,  I  think,  and  I  am  sure  Dr. 
Ivreps  did,  about  the  inaccuracy  of  statement,  to  say  the  least,  of  the 
buyer  as  to  what  the  other  fellow  is  willing  to  sell  for,  and  there  was 
no  place  in  the  world  where  an  industry  suffered  more  from  that  than 
we  did  in  European  markets.  The  big  purchasers  of  copper  would 
play  one  selling  agent  against  the  other;  nobody  ever  knew  what  the 
other  fellow's  price  was.  Going  through  the  back  door  was  a  favorite 
occupation  to  cut  the  other  fellow's  price  by  an  eighth  of  a  cent  in 
order  to  book  the  business.  Now  what  this  did,  it  brought  out  into 
the  open  at  least  what  the  price  was  of  those  who  were  participating 
in  the  business. 

Mr.  O'CoNNELL.  Well,  Mr.  Kelley,  wasn't  there  in  effect  an  agree- 
ment between  the  members  of  the  Copper  Exporters  that  they  would 
seU  at  the  price  determined  by  it? 

Mr,  Kelley.  They  would  sell  at  that  price  unless  they  indicated  to 
the  association  that  they  wouldn't,  and  they  made  that  plain,  you  see. 

Mr.  O'CoNNELL.  But  the  freedom  to  which  you  refer  was  not  an 
absolute  freedom  in  the  sense  that  you  think  of  the  ordinary  competitor 
going  out  and  selling  his  goods  at  whatever  price  he  thinks  proper? 

Mr.  Kelley.  That  is  right. 

Mr.  O'Connell.  Quite  different? 

Ml-.  Kelley.  Tbat  is  right. 

Mr.  ScoLL.  In  other  words,  if  one  of  the  members  chose  to  close  at  a 
figure  which  was  less  tha,n  the  so-called  official  price  at  the  time,  the 
others  had  a  right  to  participate  in  the  allocation  of  sales  based  on  their 
production  at  that  price? 

Mr.  Kelley.  If  they  indicated  that  they  wished  to  do  so. 

Mr.  Scoll.  Otherwise  they  had  the  option  of  either  selling  or  par- 
ticipating at  that  price  or  staying  out  of  the  market? 

Mr.  Kelley.  Right.  Staying  out  of  the  maitet  until  it  was  cleared. 
If  it  was  a  very  inconsequential  amount  that  was  offered  at  a  lower 
price,  naturally  the  other  members  wouldn't  all  rush  in  to  participate 
in  it.  In  other  words  if  a  member  said,  "I  want  to  seU.  500  tons  of 
6opper  that  is  in  distress,  and  I  want  <^o  cut  the  price  for  500  tons," 
I  should  think  it  would  not  have  been  generally  good  poUcy  for  every- 
body to  come  in  and  say,  "No;  I  want  to  get  a  share  of  that  500  tons." 
I  don't  think  they  did. 

Mr.  Scoll.  If  I  may  use  perhaps  an  inept  analogy,  it  was  like  an 
elevator;  they  could  get  on  and  go  up  or  down,  or  stay  off? 

Mr.  Kelley.  Sure;  a  good  analogy. 

Mr.  Scoll.  Now  the  working  committees  of  the  Copper  Exporters, 
Inc.,  consisted  of  a  New  fork  committee,  I  believe,  and  a  Belgian 
committee,  isn't  that  correct? 

Mr.  Kelley.  A  committee  the  headquarters  of  which  was  in 
Brussels.  It  was  not  a  Belgian  committee.  It  was  an  international 
foreign  committee. 

Mr.  Scoll.  Sometimes  referred  to  as  the  Belgian  committee,  or  the 
Brussels  committee? 

Mr.  Kelley.  The  Brussels  committee.     Yes;  that  is  right. 
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Mr.  ScoLL.  I  show  you  a  list  of  members  of  the  New  York  com- 
mittee, and  ask  you  if  that  is  a  correct  list. 

Mr.  Kelley.  Yes;  I  beUeve  it  to  be. 

Mi\  ScoLL.  I  would  like  to  offer  this  list  entitled  "Members  of  New 
York  Committee  of  Copper  Exporters,  Inc.,"  as  "Exhibit  No.  2120." 

The  Chairman.  It  may  be  received. 

(The  list  referred  to  was  marked  "Exhibit  No.  2120"  and  is  included 
in  the  appendix  on  p.  13444.) 

Mr.  ScoLL.  Similarly  I  show  you  a  list  of  the  members  of  the  Brus- 
sels committee. 

Mr.  Kelley.  Yes;  I  think  that  is  right. 

Mr.  ScoLL.  I  would  Uke  to  offer  that  as  "Exhibit  No.  2121." 

The  Chairman.  It  may  be  received. 

(The  list  referred  to  was  marked  "Exhibit  No.  2121"  and  is  included 
in  the  appendix  on  p.  13444.) 

Mr.  ScoLL.  Now,  incidentally,  the  members  of  the  New  York  com- 
mittee were  the  heads  of  the  respective  selling  agencies  which  they 
represented,  were  they  not? 

Mr.  Kelley.  Yes;  I  think  they  had  alternate  members  who  might 
sit  for  them  if  the  heads  weren't  there. 

Mr.  ScoLL.  And  therefore  they  were  dealing  not  only  in  the  foreign 
sales  of  their  agencies  but  in  the  domestic  sales  as  well — generally^ 
speaking? 

Mr.  Kelley.  Yes. 

The  Chairman.  Mr.  Scoll,  before  you  go  on  with  that  m.ay  I  ask 
Mr.  Kelley  who  the  directors  of  Copper  Exporters,  Inc.,  were,  and  who 
the  officers  were  who  represented  the  foreign  associates? 

Mr.  Kelley.  They  did  not  have  any  directors,  as  I  recall  it,  in  the 
domestic  organization.  They  had  an  agreement  which  was  entered 
into  between  the  foreign  associates  and  the  United  States  organization, 
but  they  were  not  members  of  it. 

The  Chairman.  Nor  were  they  officers? 

Mr.  Kelley.  Nor  were  they  officers. 

The  Chairman.  What  was  the  type  of  the  agreement? 

Mr.  Kelley.  I  think  Mr.  Scoll  has  it.  It  was  the  agreement  gen- 
erally to  observe  the  same  rules  as  bound  the  domestic  members. 

/Mr.  SdoLL.  In  order  to  save  time,  Senator,  I  would  lilce  to  offer 
several  documents  concerning  the  association  which  I  will  read  into 
the  record  and  offer  them  for  the  file.  They  are  rather  voluminous, 
and  I  think  that  unless  the  committee  wishes  to  put  them  in  the 
record  I  will  na,me  them. 

Senator  King.  You  will  have  them  identified  as  exhibits,  but  not 
inserted  in  the  record? 

The  Chairman.  I  think  that  will  be  quite  satisfactory.  The  coiri- 
mittee  will  accept  your  judgment  on  that.  Just  give  us  the  Ust  and 
names  of  the  document. 

Mr.  ScK)LL.  Certificate  of  incorporation,  Copper  Exporters,  Inc.; 
Bylaws,'  Copper  Exporters,  Inc.;  Schedule  of  Working  Regulations, 
Copper  Exporters,  Inc. 

(The  documents  referred  to  were  marked  "Exhibits  Nos.  2122  to 
2124"  and  are  on  file'  with  the  committee.) 

Mr.  Scoll.  My  previous  remark  does  not  apply  to  the  members' 
agreement,  which  I  wish  to  offer  for  the  record ;  nlao  the  foreign 
associate  agreement. 
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The  Chairman.  They  may  be  received. 

(The  documents  referred  to  were  marked  "Exhibits  Nos.  2125  and 
2126"  and  are  included  in  the  appendix  on  pp.  13444  and  13449.) 

Mr.  ScoLL.  Do  you  recall  what  the  distinction  was,  Mr.  Kelley, 
what  the  important  distinction  was  between  the  member's  agreement 
and  the  foreign  associate  agreement? 

Mr.  Kelley.  I  am  afraid  I  do  not. 

Mr.  ScoLL.  Very  well.  The  agreements  will  speak  for  themselves. 
Now,  the  New  York  committee,  I  believe,  was  the  committee  which 
originated  the  prices  and  then  referred  them  to  the  Brussels  committee, 
is  that  correct? 

Mr.  Kelley.  As  a  matter  of  routine  I  should  say  that  is  correct, 
although  the  New  York  conunittee  was  receiving  constant  advices, 
I  suppose,  from  the  Belgian  or  Brussels  committee. 

Mr.  ScoLL.  And  the  New  York  committee  based  the  export  prices 
on  the  domestic  prices? 

Mr.  Kelley.  Very  largely. 

Mr.  ScoLL.  Now  why  was  electrolytic  copper  taken  as  the  standard 
for  price  quotations? 

Mr.  Kelley.  Because  electrolytic  copper  particularly  at  that  time 
was  the  standard  commercial  brand  of  copper. 

Mr.  Scoll.  But  later  arrangements  were  made  for  the  quotation  of 
prices  for  other  types  of  copper? 

Mr.  Kelley.  That  is  right. 

Mr.  Scoll.  Including  standard  copper? 

Mr.  Kelley.  Right. 

MOVEMENT    OF    COPPER    PRICES    UNDER    COPPER    EXPORTERS 

Mr.  Scoll.  Will  you  take  the  chart,  "Exhibit  2100,"^  if  you  have 
it  there,  and  the  table  that  goes  along  with  it?  Looking  at  the  table 
you  will  notice  that  in  the  period  from  1924  to  1926  the  New  York 
electrolytic  price  of  copper  reached  a  low  of  12.39  in  July  1924,  and  a 
high  of  14.70  in  Januaiy  1925.  In  other  words,  a  fluctuation  of  2.32 
cents  approximately,  in  a  period  from  July  1924  to  January  1925? 

Mr.  Kelley.  Yes. 

Mr.  Scoll.  That  was  the  period  after  the  break-up  of  Copper 
Export  Association.  Now  turning  forward  to  1927  and  1928  you  wiU 
notice  that  the  New  York  electrolytic  price  was  at  a  low  in  June  1927 
of  12.37? 

Mr.  Kelley.  Yes. 

Mr.  Scoll.  That  it  rose  in  December  1928  to  15.84;  in  other  words, 
a  fluctuation  of  3.47  cents  during  the  1927-28  period? 

Mr.  Kelley.  That  wasn't  a  fluctuation;  it  was  all  in  one  direction. 

Mr.  Scoll.  All  in  one  direction.  Then  in  other  words  the  record 
seems  to^indicate  that  there  was  a  greater  fluctuation  in  the  price  that 
C.  E.  I.  Was  formed  to  stabilize  after  C.  E.  I.  was  formed  than  in  the 
3  years  which  preceded  C.  E.  I.     Is  that  conclusion  correct? 

Mr.  Kelley.  No;  not  without  taking  into  consideration  what  was 
happening  in  the  world.  Coming  into  the  period  to  which  we  are 
addressing  ourselves,  from  1926  on  began  the  terrific  expansion,  not 
only  in  the  copper  industry  but  in  all  industry,  that  culminated  in  the 
peak  year  of  1929. that  preceded  the  collapse.  I  think  you  have 
a  copy  of  this  chart,  haven't  you,  Mr.  Scoll? 

>  Appendix  p.  13394. 
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Mr.  ScoLL.  No,  Mr.  Kelley,  I  have  seen  it  in  your  possession,  but 
I  have  never  had  a  chance  to  examine  it  closely.  Do  you  have  a 
copy  of  it? 

Mr.  Kelley.  I  wish  to  submit  that  chart  to  the  inspection  of  the 
conmiittee  for  the  purpose  of  showing  the  corresponding  relationships 
between  the  price  of  copper  and  other  basic  materials. 

The  Chairman.  Now  what  is  this  chart?  It  is  labeled  "Index 
numbers  of  price  of  electrolytic  copper,  wholesale  price  of  raw  materials 
and  wholesale  prices  of  all  commodities,  with  1913  as  the  base." 

Mr.  Kelley.  Right. 

The  Chairman.  And  the  source  is  electrolytic  copper  prices 
quoted  in  Engineering  and  Mining"*  Journal,  wholesale  prices  of  raw 
materials  and  of  all  commodities  represent  United  States  Bureau  of 
Labor  statistics  index  adjusted  to  1913  base? 

Mr.  Kelley.  That  is  right. 

The  Chairman.  Prepared  by  your  staff? 

Mr.  Kelley.  The  chart  itself  is  prepared  by  our  staff  but  the 
information  is  direct  from  the  Bureau  of  Labor  Statistics.  Now,  the 
index  there  will  show  you  that  going  back  to  1913  as  a  base,  because 
that  was  before  prices  had  been  affected  by  the  war  situation  and  which, 
with  due  deference,  Dr.  Kreps,  I  think  still  forms  a  better  base  than 
1926. 

Dr.  Kreps.  Not  for  copper. 

Mr.  Kelley,  Well,  for  anything,  in  my  opinion.  You  wiU  observe 
the  great  fluctuation  that  occurred  during  the  war  period  in  the  price 
of  copper,  in  the  price  of  all  commodities  based  upon  the  labor  index, 
and  in  the  price  of  raw  materials;  and  following  that  chart  through 
you  will  see  the  dechne  that  came  after  the  war  and  then  you  will  see 
that  in  the  period  to  which  coimsel  has  just  referred,  '26,  '27,  '28,  '29, 
not  only  did  copper  go  up  but  it  never  reached  proportionately  the 
height  of  the  prices  of  other  materials,  and  you  will  also  see  from  that 
chart  that  copper  on  a  relative  basis  never  sold  as  high  as  either  the 
Bureau  index  for  all  commodities  or  the  index  for  raw  materials.  I 
would  like  in  this  connection  to  show  a  chart  which  compares  copper 
with  other  comparable  metals,  to  wit 

The  Chairman  (interposing) .  Pardon  me ;  if  you  desire  we  will  admit 
this  as  an  exhibit. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2127"  and  is 
on  file  with  the  committee.) 

The  Chairman.  May  I  make  this  comment  before  we  leave  this 
chart?  This,  as  you  have  pointed  out,  is  based  upon  an  index  price. 
"Exhibit  No.  2100",*  introduced  by  counsel,  shows  the  fluctuations 
in  the  price  of  copper  in  cents,  the  actual  price? 

Mr.  Kelley.  Yes. 

The  Chairman.  And  this  is  the  index  of  price? 

Mr.  Kelley.  That  is  right. 
"^Mr.  ScoLL.  And  I  may  add  by  way  of  further  explanation  that  the 
point  of  my  que^ion  related  only  to  a  comparison  of  copper  prices 
under  C.  E".  I.  and  copper  prices  before  C.  E.  I.,  and  that  we  naturally 
would  concede  the  truth,  as  well  as  the  relevancy,'  of  your  contention 
that  copper  prices  behaved  in  a  certain  relation  to  the  prices  of  other 
wholesale  commodities. 

>  See  appendix,  p.  13304. 
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Mr.  Kellet.  Yes.  In  other  words,  I  didn't  want  the  inference 
that  copper  was  an  isolated  example  of  a  rise  in  price  during  the  period 
in  question. 

The  Chairman.  But,  Mr.  Kelley,  examining  your  chart  again, 
"Exhibit  No.  2127,"  for  the  years  '28,  '27,  '28,  and  '29  it  is  obvious 
from  that  chart  that  during  this  period  the  price  of  copper  rose  very 
markedly  between  '27  and  '29  while  the  prices  of  raw  materials  and 
the  prices  of  all  commodities  did  not  show  any  such  rise. 

Mr.  Kelley.  It  rose  greater  in  proportion. 

The  Chairman.  Copper  rose  much  greater  in  proportion  than  the 
others? 

Mr.  Kelley.  Because  it  started  from  a  much  lower  position. 

The  Chairman.  And  that  was  during  the  operation  of  Copper 
Exporters,  Inc.? 

Mr.  Kelley.  Right. 

The  Chairman.  So  that  perhaps  you  may  be  in  a  position  to  claim 
credit  for  that  advance  of  copper  price  for  the  C.  E.  I.? 

Mr.  Kelley.  If  we  take  a  look  at  this  chart 

The  Chairman  (interposing).  Would  you  take  the  credit  for  that? 

Mr.  Kellet.  No;  my  modesty  forbids.  Because  you  had  almost, 
I  think,  a  comparable  situation  in  lead  and  zinc  and  other  nonferrous 
metals.  Now  in  that  period  one  other  thing  occurred.  By  that  time 
the  accumulated  war  stocks  and  the  big  surplus  had  entirely  dis- 
appeared and  the  copper  busiaess  was  back  upon  a  basis  of  current 
supply  and  demand. 

Senator  King.  And  was  there  not  a  very  increased  demand  then 
and  for  several  years  thereafter  for  use  in  the  constructioij.  of  the 
electric  light  plants?  Didn't  they  use  a  great  deal  of  copper  for  the 
transmission  of  electric  energy? 

Mr.  Kelley.  I  think  you  have  a  copy  of  this  chart?  * 

Mr.  Scoll.  Before  we  get  to  that  chart  may  I  ask  you  one  more 
question? 

Mr.  Kelley.  I  thought  it  was  pertinent  to  what  the  Senator  asked. 

Mr.  Scoll.  You  will  excuse  me.  Senator. 

The  Chairman.  You  may  proceed  and  answer  Senator  King's 
question. 

Mr.  Scoll.  Please;  and  use  the  chart. 

Mr.  Kelley.  Senator  King's  question  was  directed  to  the  increased 
demand  for  copper  and  copper  products  in  this  particular  period,  and 
I  win  answer,  "Yes";  that  was  a  factor,  but  I  wiU  let  the  detailed 
explanation  go  with  your  permission,  because  I  think  counsel  intends 
to  ask  me  that. 

Mr.  Scoll.  Yes. 

Senator  King.  All  right. 

Mr.  O'Connell.  I  would  like  to  ask  a  question.  I  would  like  to 
ask,  in  answer  to  the  question  that  Mr.  ScoU  asked  sometime  ago.  (I 
think  we  rather  lost  it.)  Now,  as  I  understood  him,  he  asked  if  it 
were  not  the  fact  that  the  price  of  copper  fluctuated  to  a  greater 
extent  in  the  2  or  3  years  following  the  creation  of  Copper  Exporters, 
Inc.,  than  it  did  during  the  3  years  prior  to  that;  and  I  take  it  that  the 
aaaswer  to  that  is,  "yes",  is  it  not? 

Mr.  Kelley.  No.  It  is  a  question  of  definition  of  fluctuation. 
My  idea  of  fluctuation  is  up  and  down ;  it  increased. 

« "Exhibit  No.  21»." 
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Mr.  O'CoNNELL.  The  range  in  price  in  tliat  period? 

Mr.  Kelley.  Increased. 

Mr.  O'CoNNELL.  Was  greater  and  it  was  definitely  on  the  increase, 
too,  during  that  period? 

Mr.  Kelley.  That  is  right. 

Mr.  O'CoNNELL.  It  is  also  a  fact,  is  it  not,  looking  at  the  chart  that 
you  submit,  that  the  price  beha^'ior  of  copper  during  the  period  of 
1926  to  1929  was  quite  different  from  the  behavior  of  the  all-commodity 
index  or  raw-material  index? 

Mr.  Kelley.  It  was  more  accentuated,  but  I  think  it  was  relatively 
not  more  accentuated  than  the  price  of  other  nonferrous  metals. 

Mr.  O'CoNNELL.  That  may  be  so.  I  was  merely  pointing  out  the 
difference  in  price  behavior  of  the  things  shown  on  that  particular 
chart. 

Mr.  Kelley.  That  is  correct. 

Mr.  O'CoNNELL.  Now,  would  you  say  that  there  was  a  close  rela- 
tionship or  any  relationship  between  the  existence  of  the  Copper 
Exporters,  Inc.,  and  that  price  behavior? 

Mr.  Kelley.  I  would  say  that  unquestionably  there  was  some 
relation,  but  I  don't  think  it  was  the  principal  factor;  and  that  is  the 
subject  I  would  like  to  explain. 

Mr.  O'CoNNELL.  Of  coiu-se,  the  main  purpose  of  the  Copper 
Exporters,  Inc.,  was  such  influence  as  it  could  have  upon  the  price 
structure.     Don't  you  think  so? 

Mr.  Kelley.  No ;  not  to  the  extent  of  raising  the  price,  and  I  will 
show  at  the  proper  time  that  Copper  Exporters  was  the  only  organ- 
ization that  I  know  of  that  came  out  in  1928  and  warned  buyers 
against  continued  purchases  because  the  price  would  get  out  of  hand, 
and  we  assured  them  of  a  sufficient  supply. 

Mr.  O'Connell.  Assuming  it  would  be  legal,  do  you  think  there 
would  be  anything  improper  about  an  organization  of  businessmen 
attempting  to  get  as  high  a  price  as  they  could  for  a  commodity? 

Mr.  Kelley.  I  think  it  would  be  decidedly  immoral,  except  as 
that  high  price  was  related  to  the  cost  of  their  product  and  to  its 
value  to  the  consumer  and  was  within  reasonable  limits. 

Mr.  O'Connell.  What  kind  of  a  test  would  you  apply? 

Mr.  Kelley.  I  would  apply  a  test  that  took  the  cost  factor  into 
consideration,  that  took  the  price,  and  that  resulted  in  paying  a  fair 
return  upon  the  capital  invested. 

Mr.  O'Connell.  Now,  let  me  say,  I  understood  you  to  say  yester- 
day that  cost  was  almost  impossible  of  ascertainment  in  the  copper 
industry? 

Mr.  Kelley.  No;  I  didn't  say  that. 

Mr.  O'Connell.  At  least  you  couldn't  tell  us  what  a  low  cost  and 
high  cost  producer  was.  There  were  so  many  differences  in  ways 
of  accounting. 

Mr.  Kelley.  That  is  a  matter  of  comparison;  yes. 

Mr.  O'Connell.  That  is  a  rather  difficult  factor,  apparently,  but 
one  that  bothers  me  is  the  reasonable  element  of  retm-n.  What 
would  you  say  was  reasonable  return? 

Mr.  Kelley.  That  has  been  a  factor  of  a  great  deal  of  discussion 
in  the  copper  business  and  elsewhere.  The  question  of  cost  1  would 
say  is  that  cost  which  gives  that  producer  whose  product  is  necessary 
for  the  industry — in  the  conduct  of  the  industry — a  place.     There 
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are  great  differences  in  costs  between  copper  mines  due  to  various 
factors.  Now  that  mine  or  that  company  whose  product  is  required 
for  the  economic  conduct  of  the  industry  is  entitled  to  a  place.  The 
cost  as  decided  by  the  Federal  Trade  Commission,  the  Federal  Tariff 
Commission,  (when  the  tariff  was  under  investigation),  and  the 
NRA,  all  come  within  a^  very  small  fraction  of  difference.  It  has 
been  held  generally  by  utility  companies  and  companies  that  are 
regulated  that  6  percent  6n  the" invested  capital  is  not  an  unreasonable 
return.  The  profit  then  for  the  risk  involved  in  the  mining  venture 
should  be  something  tnore  or  less  than  that.  As  a  matter  of  fact, 
over  any  period  in  recent  history  the  copper  industry  has  never 
returned  6  percent  on  the  capital  invested,  and  if  we  take  1937,  which 
was  the  most  prosperous  year  since  1929,  in  the  entire  industry,  and 
if  we  compute  depletion  at  the  rate  provided,  at  the  rate  used  by  the 
Tariff  Conmiission — I  am  not  saying  that  is  the  correct  rate — in  1937 
we  get  only  thirty-two  one-hundredths  of  1  percent  profit.  In  the 
period  that  you  are  talking  about  and  we  are  talking  about,  the  period 
between  1926  and  1938,  the  industry  as  a  whole  showed  a  deficit, 
my  recollection  is,  of  $25,000,000.  The  industry  was  operating  at  a 
loss  in  the  years  1920,  1921,  and  1922,  when  this  pool  was  arranged. 
I  told  you  tliis  morning  that  during  1921  Anaconda  showed  a  loss  of 
$17,000,000  before  depletion.  The  aggregate  loss  of  the  industry  in 
that  year  was  $47,000,000. 

Mr.  O'CoNNELL.  Mr.  Kelley,  you  indicated  a  moment  ago  there 
were  quite  wide  differences  in  cost. 

Mr.  Kelley.  Right. 

Mr.  O'CoNNELL.  Whose  costs  are  we  going  to  use  for  the  purpose 
of  determining  what  a  fair  price  is? 

Mr.  Kellet.  I  am  talking  about  the  average  cost  of  producing 
copper  in  the  United  States, 

Mr.  O'CoNNELL.  That  sounds  something  like  I  think  Mr.  Weir 
said,  representing  the  steel  industry.  His  idea  was  that  all  the  people 
in  the  steel  industry,  practically,  were  entitled  as  almost  a  matter  of 
right  to  a  reasonable  return,  which  I  think  he  fixed  at  about  10  percent, 
but  it  seems  to  me  a  little  inconsistent  with  the  system  under  which 
we  are  supposed  to  be  operating.  I  was  under  the  impression  we 
were  supposed  to  be  operating  under  what  is  known  as  a  profit  and 
loss  sytem  under  which  the  less  efiicient  units  are  constantly  being 
liquidated. 

Mr.  Kelley.  You  are  perfectly  right. 

Mr.  O'CoNNELL.  But  you  would  like  to  change  that  to  some  extent, 
wouldn't  you? 

Mr.  Kelley.  No  ;  let  me  point  this  out  to  you,  that  the  productive 
capacity  of  the  United  States  in  copper  does  not  exceed  90,000  tons 
a  month,  that  outside  copper  is  shut  off  from  coming  in  by  a  4-cent 
tariff  or  excise  tax.  There  isn't  a  time  when  business  in  the  United 
States  regains  a  normal  status  that  we  don't  need"  a  minimum  of 
90,000  tons  of  copper  in  the  United  States,  and  in  1937,  when  we  got 
back  to  a  somewhat  normal  rate  of  production  and  consumption, 
there  was  an  actual  deficit  of  copper  in  the  United  States.  Now  if 
you  shut  out  these  so-called  uneconomic  units — there  will  be  some- 
thing said,  I  imagine,  about  that  later — it  is  not  like  a  crop  that 
grows.  There  are  so  many  tons  of  copper  in  the  United  States,  there 
is  so  much  that  can  be  produced,  and  any  time  this  country  gets  to 
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the  point  of  a  nonjial  business  cycle  every  ton  of  copper  that  we  can 
produce  will  be  required. 

Mr.  O'CoNNELL.  That  you  can. produce?  Do  you  mean  that  this 
country  couldn't  produce  more  than  90,000  tons  a  month? 

Mr.  Kellky.  That  is  absolutely  what  I  mean — the  potentialities — 
because  there  is  no  property  in  the  United  States  that  I  know  of  that 
would  justify  further  capital  investment. 

The  Chairman.  You  are  not  desirous  particularly  of  a  high  tariff 
upon  copper? 

Mr.  Kbllbt.  I? 

The  Chairman.  Yes. 

Mr.  Kellbt.  I  have  been  absolutely  neutral  on  that. 

Senator  King.  Isn't  it  a  fact,  Mr.  Kelley,  that  in  determining  costs 
over  several  years,  you  have  got  to  take  into  account  not  only  obso- 
lescence of  machinery,  the  remarkable  technological  developments 
which  compel  the  scrapping  of  property,  which  would  cost  millions 
of  dollars,  but  you  have  got  to  take  into  account  what  you  call  deple- 
tion, the  exhausting  of  the  ore  supply,  so  that  you  are  eating  up  your 
capital  every  day  that  you  stick  a  ^ovel  into  the  ground  to  remove 
some  of  the  copper  ore.  Many  of  the  deposits  have  been  exhausted, 
thus  depleting  your  capital,  and  those  facts  have  to  be  taken  into 
account  in  determining  prices  and  in  determining  profit  and  loss. 
They  should  be  taken  into  consideration,  and  moreover,  if  I  may  be 
permitted  to  say  so,  I  think  the  national  interest  is  decidedly  involved, 
and  the  tables  that  we  have  available  and  that  will  be  submitted,  or 
can  be,  show  that  in  periods  of  low  prices  the  metal  content  of  the 
ores  that  are  beneficiated  goes  up.  What  does  that  mean?  It  means 
that  the  lower  the  price,  in  order  to  get  by  the  necessity  exists  for 
selective  mining,  or  picking  the  eyes  out  of  the  mine.  You  have  got 
to  do  it  in  order  to  get  by.  When  prices  go  up,  costs  go  up  likewise, 
because  then  you  drop  down  to  your  lower  grade  ores.  But  a  lo#er 
price  for  copper — make  no  mistake  about  it — means  that  this  national 
asset,  of  whioA  there  is  already  a  paucity  in  this  country,  is  being 
exhausted  without  a  proper  return. 

Mr.  ScoLL.  Have  you  a  chart  or  table  on  that  point  that  you  can 
introduce  now? 
.  Mr.  Kellet.  Yes. 

Mr.  ScoLL.  I  think  it  would  be  a  good  point  to  introduce  it  to  show 
the  effects  of  selective  mining. 

Senator  King.  Before  doing  that,  on  the  point  of  the  importance 
of  taking  into  account  the  destruction  of  your  capital,  Gk)venior  Dem 
of  my  State  developed  a  gold  mine,  and  he  thought  and  I  thought  (I 
visited  it  many  times  and  had  a  little  stock  in  it)  that  it  was  almost 
inexhaustible.  I  don't  know  how  many  milKons  of  dollars  were 
expended  in  the  construction  of  machinery,  the  building  of  houses  to 
take  care  of  the  people  who  worked  there— nearly  3,000  population 
were  employed  or  cared  for — and  in  about  6  or  7  years  the  ore  deposit 
was  exhiiusted,  the  houses  were  removed  and  the  people  thrown  out 
of  emplojrment.  Now  the  whole  capital  that  was  mvested  there  was 
gone.  Those  things  must  be  taken  into  account,  because  the  loss  in 
mining  operations  is  tremendous,  and  it  has  become  quite  a  proverb 
that  where  you  get  $1  out  of  a  mine  you  put  50  or  100  in;  that  is  to 
say,  where  there  is  1  mine  that  is  profitable  you  get  a  hundred  that 
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are  not.  There  are  hundreds  of  millions  that  have  been  lost  in  Tninirig 
operations  that  didn't  pay. 

Mr.  Shaughnessy.  I  would  like  to  ask  Mr.  Kelley  if  he  takes  deple- 
tion on  the  Anaconda  books. 

Mr.  Kelley.  For  what  purpose? 

Mr.  Shaughnessy.  For  the  purpose  of  securities  sales,  reports  to, 
stockholders. 

Mr.  Kelley.  No. 

Mr.  Shaughnessy.  Why  not? 

Mr.  Kelley.  Because  it  is  not  the  law  nor  accounting  practice  in 
the  nonferrous  metal  business  and  never  has  been  to  show  depletion 
as  a  charge  against  income. 

Mr.  Shaughnessy.  I  am  wondering  whether  that  is  consistent  with 
y^our  statements  on  cost.  As  I  imderstand  it  you  figured  the  cost 
mcluding  depletion. 

Mr.  Kelley.  It  is  entirely  consistent  with  it,  in  my  opinion,  be- 
cause the  question  of  depletion — may  I  ask  you  to  define  what  you 
mean  by  depletion  on  a  balance  sheet? 

Mr.  Shaughnessy.  I  don't  profess  to  be  an  accountant,  but  I 
assmne  it  is  the  amount  based  upon  the  available  reserves  which  in 
dollars  is  removed  in  each  year  of  operation. 

Mr.  Kelley.  That  might  or  might  not,  if  I  may  say  so,  be  the  case. 
The  question  of  depletion 

Mr.  Wolff.*  I  might  say  this.  The  question  of  depletion,  so  far 
as  the  deduction  is  concerned  on  the  books  of  the  corporation,  has  been 
covered  in  various  decisions  of  courts  of  the  United  States  and  it  has 
also  been  the  law  for  many  years  in  England,  that  it  is  not  necessary 
to  deduct  depletion  in  determining  the  income  of  nonferrous  proper- 
ties, and  I  believe  that  the  majority  of  the  companies  interested  or 
engaged  iii>  this  industry  in  the  United  States  have  followed  that  prac- 
tice consistently  and  the  reports  issued  to  the  public  show  that  that 
practice  is  followed. 

Mr.  Shaughnessy.  I  am  not  questioning  the  practice,  but  I  am 
wondering  whether  it  is  what  we  have  heard  in  respect  to  use  of  deple- 
tion in  determining  whether  the  price  on  a  cost  basis  is  reasonable. 

Mr.  Kelley.  As  a  practical  proposition,  you  have  an  infinite 
variety  of  situations.  For  instance,  when  all  of  these  mines  were 
purchased  by  the  original  owners  or  locaters,  they  were  bought  from 
the  Federal  Government.  They  were  on  the  public  domam.  The 
price  was  two  and  a  half  dollars  an  acre,  or  $5  an  acre.  Then  these 
mines  were  developed.  They  changed  hands  repeatedly,  and  there 
are  very  few  instances  where  the  actual  dollar  cost  of  the  mine  repre- 
sents the  original  investment.  Depletion  as  taken  by  the  Federal 
Tariff  Coromission  unquestionably  was  set  up  upon  a  basis  of  all  the 
known  reserves  against  the  valuation  which  occurred  on  the  balance 
sheets  of  the  companies,  but  we  have  another  depletion  filing  that  has 
been  the  subject  of  some  criticism,  and  that  is  the  depletion  allowed 
under  the  revenue  law,  but  that  was  based  upon  the  appraised  valua- 
tion on  March  1,  1913,  irrespective  of  what  was  shown  on  your  tooks, 
because  that  was  the  first  time  that  an  income  tax  law  could  be  con- 
stitutionally applied. 

Mr,  ScoLL.  If  I  may  return  briefly  to  the  question  which  I  asked 
before  about  the  fluctuation,  your  answer  was  that  the  fluctuations. 

•  Henry  J.  Wolff,  counsel,  Anaconda  Copper  Mining  Corporation. 
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after  C.  E.  I.,  during  the  period  I  specified,  were  not  as  great  as  the 
fluctuations  before.  Now  your  answer,  I  'beheve,  is  based  on  the 
fact  that  the  price  continued  to  rise  in  one  direction  for  that  period 
of  C.  E.  I.,  but  if  you  look  at  "Exhibit  2100"  you  wiU  see  that  during 
the  whole  period  of  Cooper  Exporters,  Inc.,  the  price  started  at  13 
cents  in  1926  and  went  up  to  24  cents  in  1929,  and  it  finished  about 
5  cents  in  1932. 

Mr.  Kelley.  Right. 

Mr,  ScoLL.  Would  that  change  your  answer  to  my  question? 

Mr,  Kelley.  No;  I  und'erstood  you  to  confine  yourself  to  '26,  '27, 
'28,  and  '29;  those  were  the  years  you  mentioned  because  I  marked 
them  down. 

Mr.  ScoLL.  I  will  change  my  question  to  cover  the  whole  period. 

Mr.  Kelley.  No;  after  the  party  started  in  1929  and  the  world 
went  to  pieces,  everything  went  down  and  copper  went  down  with 
it,  probably  more  than  anything  else.  We  woimd  up  with  a  5-cent 
price. 

Mr,  Scoll.  Before  we  get  into  that  5-cent  price  I  would  like  to 
introduce  at  this  time  a  table  which  shows  the  sales  and  average 
prices  received  by  Copper  Exporters,  Inc.,  monthly,  1926  to  1932. 
This  was  prepared  by  the  staff  of  the  T.  N.  E.  C.  from  figures  compiled 
by  Mr.  Eckert,  former  manager  of  Copper  Exporters,  Inc. 

Mr.  Wolff.  Before  that  table  of  Mr,  Scoll's  is  introduced  may  we 
offer  in  evidence  the  chart  submitted  by  Mr.  Kelley  in  comparing 
copper  prices  with  prices  of  other  nonferrous  metals? 

Mr.  Kelley.  The  chart  that  I  submitted  before  was  a  comparison. 

The  Chairman.  This  is  "Exhibit  No.  2128."     It  may  be  received, 

(The  chart  referred  to  was  marked  "Exhibit  No.  2128"  and  is 
on  file  with  the  committee.) 

Mr.  Kelley.  "Exhibit  No.  2128"  is  a  comparison  with  other  non- 
ferrous  metals.  "Exhibit  No.  2127"  was  a  comparison  with  a  com- 
modity index  of  raw  materials  as  a  whole,  i^~ 

Mr,  O'CoNNELL,  May  I  make  a  remark  on  this?  This  chart  seems 
to  me  to  represent  the  same  type  of  price  behavior — the  contrast 
between  the  price  behavior  of  copper  and  the  other  nonferrous  metals, 
I  understood  you  to  say  earlier  that  they  behaved  somewhat  "the  same 
during  this  period, 

Mr.  Kelley.  There  was  a  general  price  rise. 

Mr.  0'CoN]S[ELL.  That  is  not  very  well  borne  out  by  the  chart. 
The  rise  in  copper  prices  was  much  more  precipitous, 

Mr,  Kelley,  It  was  very  much  more,  and  I  explained  the  reason 
for  it.  By  that  period  we  had  Uquidated  the  enormous  stock  of 
copper  that  had  hung  over  the  market.  We  got  to  a  point  where  the 
buying  was  upon  a  current  basis  against  current  production,  and  I 
don't  dispute  it  at  all — it  was  a  higher  price.  The  point  I  made  was 
that  it  never  got  as  high  proportionately  as  the  others. 

Mr.  O'CoNNELL.  I  see.  I  was  going  to  see  if  I  couldn't  persuade 
you  to  give  some  credit  to  Copper  Exporters,  Inc. 

Mr.  Kelley,  I  refer  to  the  fact  that  in  periods  of  low  prices  we 
were  obliged  to  selectively  mine,  or,  as  the  miner  calls  it,  pick  the 
eyes  out  of  the  mine.  This  chart  illustrates  the  increased  yield  in 
copper  per  ton  as  the  price  declined.  In  other  words,  you  are  driven 
to  mine  richer  ores,  and  I  think  the  Bureau  of  Mines  bulletins  show 
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that  during  the  period  of  the  depression  we  mine  ore,  generally  speak- 
ing, about  1  percent  above  the  average  of  all  the  ore  in  the  United 
States. 

Mr.  ScoLL.  Do  you  wish  to  oflFer  this  chart.  Index  Numbers  of  the 
Price  of  Copper  and  of  Copper  Yield  Per  Ton  of  Ore  Mined? 

Mr.  Kelley.  I  think  it  is  pertinent  to  the  inquiry. 

The  Chairman.  It  may  be  received. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2129"  and  is 
on  file  with  the  committee.) 

The  Chairman.  What  does  this  chart  show  with  respect  to  the 
price  of  copper  during  this  period? 

Mr.  Kelley.  That  is  not  a  price.  It  shows  that  as  the  price  went 
up  the  yield  per  ton  went  down.  As  the  price  went  down  the  yield 
per  ton  went  up. 

Senator  King.  That  was  from  picking  those  parts  of  the  mine 
where  the  ore  was  the  richest. 

Mr.  Kelley.  Correct. 

Senator  King.  You  got  out  of  the  lean  part  of  the  mine  into  the 
richer  part. 

The  Chairman.  For  this  same  period,  1927-29,  while  the  price  was 
going  up  the  yield  per  ton  remained  substantially  stable? 

Mr.  Kelley.  Yes ;  because  at  that  time  we  were  mining  everything 
that  we  could  put  our  hands  on. 

The  Chairman.  Do  you  still  want  to  deny  credit  to  Copper  Ex- 
porters, Inc.,  for  that  very  satisfactory  condition,  Mr.  Kelley,  from 
yoi^r  point  of  view? 

Mr.  Kelley.  Senator,  I  wUl  leave  the  conclusion  to  you,  if  I  may. 

The  Chairman.  Well,  of  course,  quite  seriously  speaking,  the  situa- 
tion that  you  described  seems  to  be  this:  The  Copper  Exporters  was 
organized,  and  after  its  organization  the  price  went  up,  but  that 
increase  of  price  was  due  not  to  what  the  new  corporation  did  but 
to  altogether  extraneous  facts  like  the  exhaustion  of  the  surplus  sup- 
ply. I  am  at  a  loss,  therefore,  to  know  just  exactly  what  was  accom- 
plished by  Copper  Exporters,  Inc. 

Mr.  Kelley.  It  is  very  hard  to  measure  that  afterwards,  but 
Copper  Exporters,  Inc.,  was  organized  at  a  particularly  favorable 
time.  It  was  oiganized  at  a  time  when  the  world  was  in  a  very  big 
wave  of  prosperity.  It  went  along  with  it  up  to  1929,  but  Copper 
Exporters  also  Was  functioning  when  the  price  of  copper  dropped  to 
5  cents  a  pound. 

The  Chairman.  Yes;  but  of  course  that  came  at  a  period  which 
upset  all  the  calculations  of  everybody. 

Mr.  Kelley.  Right;  we  had  an  upswing  and  a  downswing. 

The  Chairman.  Now  the  upswing  was  coincident  with  the  organiza- 
tion of  this  corporation. 

Mr.  Kelley.  We  were  lucky. 

The  Chairman.  The  downswing  came  when  the  depression  struck 
everybody,  so  we  can  disregard  the  latter,  can  we  not,  in  attempting  to 
assess  the  efiFectiveness  of  this  organization.  I  come  back  now  toJLhe 
question  that  I  originally  asked  you  and  which  has  not  been  particu- 
larly clearly  developed  as  yet,  as  to  what  exacUy  was  accomplished 
by  this  new  organization  whicn  included  foreign  associates  as  well  as 
domestic  associates  in  attempting  to  stabilize.-tliB  price. 

124491 — 41— pt  25 ^11 
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Mr.  Kellet.  The  results  were  entirely  satisfactory  as  long  as  busi- 
ness was  good.  They  became  exceedingly  disappointing  when  it  g6t 
bad.     We  went  a  long  way  up  and  we  came  down. 

The  Chairman.  Then  they  were  satisfactory  in  this:  That  uAtil  the 
depression  you  succeeded,  through  this  organization,  in  stabilizing 
world  prices  on  a  rising  level. 

Mr.  Kellby.  Yes;  and — well,  let's  leave  it  that  way. 

Senator  King.  And  there  would  have  been  a  rising  level  without 
this  organization? 

Mr.  Kblley.  There  might  have  been.  Copper  would  have  risen 
in  price  in  1928  and  '29  upon  the  facts  of  the  industry  itself. 

The  Chairman.  Then  what  good  was  this  organization  and  why 
was  it  brought  into  existence? 

Mr.  Kellet.  It  was  brought  into  existence  because  we  weren't 
prophets  and  we  didn't  know  what  was  going  to  happen,  and  if  the 
thing  hadn't  happened  the  way  it  did  it  might  have  been  a  desirable 
organization  to  help  us  if  we  got  into  bad  times. 

The  Chairman.  Of  course^  a  few  moments  ago  you  said  it  had  a 
very  desirable  effect,  and  now  in  response  to  Senator  King  you  teU 
us  it  was  practically  a  useless  organization. 

Mr:  Kellet.  I  don't  say  it  was  useless.  I  do  say  it  isn't  fair  to 
draw  the  inference  that  the  rise  in  the  price  of  copper  during  a  period 
when  every  commodity  in  the  world  and  every  security  and  every 
security  market  was  rising,  was  due  entirely  to  Copper  Exporters. 

The  Chairman.  Mr.  Kelley,  these  charts  you  yourself  have  pre- 
sented here  indicate  in  each  instance  that  the  increase  in  the  price  of 
copper  was  out  of  all  proportion  to  the  increase  in  other  commodities. 

Mr.  Kellet.  That  is  an  interpretation.  It  shows  that  the  price 
of  copper  never  reached  the  pre-war  level  that  other  commodities  did. 
I  agree  that  the  rise  at  that  particular  time  was  more  rapid  because 
all  stocks  had  been  exhausted;  the  production  charts  and  the  con- 
stmiption  charts  and  the  increase, in  production  and  consumption 
verify  it. 

Senator  King.  It  was  subject  to  a  more  precipitous  rise  than  other 
commodities  because  of  the  fact  that  all  the  other  stocks  had  been 
exhausted  and  there  was  a  great  demand  by  reason  of  the  techno- 
logical development  in  various  industries  which  were  short  of  copper. 

The  Chairman.  Mr.  Kelley,  let  me  hand  you  your  "Exhibit  No. 
2128,"  and  ask  you  to  refer  on  that  exhibit  to  the  three  lines  which 
you  have  drawn  there  for  the  years  '27,  '28,  and  '29,  and  compare  the 
mcrease  in  the  price  of  copper  as  shown  on  that  chart  with  the  in- 
crease in  the  price  of  pig  iron. 

Mr.  Kellet.  In  that  particular  time  the  price  of  copper  went  on 
the  index  from  a  subnormal  level  of  82,  I  should  say,  to  120. 

The  Chairman.  From  82  to  120? 

Mr.  Kellet.  That  is  right. 

The  Chairman.  That  is  a  difference  of  how  many  points? 

Mr.  Kellet.  It  js  a  difference  of  38  points.  Pig  iron,  which  was 
already  at  a  level  of  120,  which  was  never  reached  by  copper,  went 
up  to  128. 

The  Chaihman.  What  was  that  increase? 

Mr.  Kellet.  E^ht  points 
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The  Chairman.  And  while  copper  was  going  up  38  points,  pig 
iron  went  up  8? 

Mr.  Kelley.  Yes. 

The  Chairman.  What  does  the  other  line  show? 

Mr.  Kelley.  The  other  line  is  Bessemer  steel.  Bessemer  steel  in 
that  period  went  from  129  to  135. 

The  Chairman.  And  how  many  points  is  that? 

Mr.  Kelley.  About  six  points. 

The  Chairman.  So  that  while  copper  was  going  up  38  points, 
Bessemer  steel  went  up  6  points? 

Mr.  Kelley.  Yes. 

The  Chairman.  And  now  do  you  still  want  to  deny  any  credit  to 
Copper  Exporters,  Inc.,  for  the  very  splendid  showing  of  the  copper 
price? 

Mr.  Kelley.  Senator,  I  want  to  try  to  make  myself  clear  and  to 
do  it  frankly.  Copper  started  from  a  subnormal  level.  It  increased 
more  precipitiously,  I  have  frankly  said;  the  reason  it  was  at  a  sub- 
normal level  was  because  of  the  stock  situation  that  up  to  that  time 
had  hung  over  the  market,  in  my  opinion. 

Senator  King.  There  was  no  evidence  that  pig  iron  had  to  start 
from  the  cellar,  normal  level. 

Mr.  Kelley.  There  is  never,  as  far  as  my  information  goes,  a 
surplus  of  pig  iron.  I  mean  they  don't  melt  up  the  ore  until  they 
require  the  iron.  May  I  just  suggest  this:  If  we  look  at  zinc  in  the 
same  period,  and  lead,  they  likewise  show  more  rapid  increases  than 
the  general  commodity  index. 

The  Chairman.  Zinc  and  lead  were  more  like  copper  in  their 
operation. 

Mr.  Kelley.  Yes. 

Mr.  O'CoNNELL.  Do  you  happen  to  know  whether  there  was  an 
international  a^eement,  international  cartel,  in  connection  with 
those  commodities? 

Mr,  Kelley.  I  don't.  I  think  I  am  safe  in  saying  there  was  no 
international  cartel  in  zinc,  because  we  are  handling  zinc;  we  are  not 
consequential  factors  in  lead,  and  I  don't  know  anything  about  it. 

The  Chairman.  Proceed,  Mr.  Scoll. 

Mr.  Scoll.  I  now  offer  this  table  referred  to  before,  entitled 
"Sales  and  Average  Prices  Received  by  Copper  Exporters,  Inc., 
Monthly,  1926-32." 

The  Chairman.  It  may  be  received. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2130"  and  is 
included  in  the  appendix  on  p.  13454.) 

Mr.  Kelley.  May  I  ask  Mr.  Scoll  a  question?  I  want  to  ask  Mr. 
Scoll  if  he  intended  to  interrogate  me  with  reference  to  the  stock 
situation,  the  production,  and  the  consumption  during  the  period  that 
we  have  been  discussing. 

Mr.  Scoll.  That  is  what  I  was  getting  to  right  now. 

Mr.  Kelley.  I  would  like  to  have  these  introduced  '  as  a  verifi- 
cation of  the  testimony  I  have  given  with  reference  to  "Exhibit  No. 
2127." 

The  Chairman.  At  the  proper. time  that  may  be  done. 

<  Roferring  to  "Exblblts  Nos.  2131,  2131-A,  2131-B  and  2131-C." 
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1929  INCREASE  IN  PRICE  01^  COPPER 

Mr.  ScoLL.  I  will  ask  you  now,  Mr.  Kelley,  if  you  will  explain  the 
rise  in  the  price  of  copper  from  an  average  of  15.2  cents  in  October 
1928,  to  an  average  of  21.2  cents  in  March  1929.  You  have  some 
charts  there.  You  may  read  from  them  and  I  will  give  the  chairman 
copies. 

Mr.  Kellbt.  I  will  try  to  summarize — ^ 

Mr.  ScoLL.  Mr.  Kelley,  first  will  you  explain  the  long  column  which 
is  marked  in  yellow,  and  brown  (representing,  respectively,  refined 
and  unrefined  stocks). 

The  Chairman.  Let's  get  this  chart  identified.  This  will  be 
"Exhibit  No.  2131";  it  is  entitled  "Copper  Statistics,  Record  by 
Months  of  World  Stocks,  Production  and  Consumption,  1928-1931". 
By  whom  was  this  prepared  Mr.  Kelley? 

Mr.  Kelley.  •  These  charts  were  prepared  by  our  organization  from 
figures  of  the  American  Bureau  of  Metal  Statistics,  and  were  currently 
kept  in  my  office  for  my  personal  guidance  in  trying  to  handle  the 
business. 

The  Chairman.  The  charts  may  be  received.  Now  you  may 
proceed  in  your  explanation. 

(The  charts  referred  to  were  marked  "Exhibits  Nos.  2131 ,  2131-A, 
2131-B  and  2131-C"  and  are  included  in  the  appendix  facing  p.  13455.) 

Mr.  Kelley.  What  chart  have  you  before  you,  1928? 

Mr.  Scoll.  The  record  should  show  I  believe  that  there  are  four 
pages  to  this  chart. 

Mr.  Kelley.  1928,  1929,  1930,  and  1931  up  to  October  when 
statistics  ceased. 

The  Chairman.  There  are  four  exhibits  to  be  entered  as  Nos. 
2131-A,  B,  C  and  D. 

Mr.  Kelley.  These  charts,  which  as  I  say  were  kept  currently, 
show,  first,  the  large  column  to  the  left  among  the  three  columns 
shows  the  producers'  stock  on  the  first  of  the  month  as  reported  by 
the  same  authority.  The  red  column  to  the  right  shows  the  actual 
deliveries  made  by  the  industry  during  that  month.  Now,  you  will 
observe 

Mr.  Scoll  (interposing).  Before  you  explain  that,  Mr.  Kelley,  the 
green  column  in  the  middle,  which  is  labeled  "Production  during  the 
month"— that  production  includes  what? 

Mr.  Kelley.  It  Includes  all  the  production  of  primary  copper 
reported  through  the  American  Bureau  of  Metal  Statistics. 

Mr.  Scoll.  So  it  would  include  both  bUster  copper  and  refined 
copper.     Is  that  correct? 

Mr.  Kelley.  As  I  understand  this  chart,  it  is  on  the  smelter  basis, 
it  would  include  one  or  the  other  as  it  came  "through. 

Mr.  Scoll.  Can  you  answer  my  question  as  to  whether  it  includes 
refined  copper  as  well  as  blister  copper.^ 

Mr.  Kelley.  I  tjiink  it  does.^ 

If  you  will  observe,  at  the  beginning  of  the  year  1928,  there  was  a 
total  stock  of  copper  of  about  700,000,000  pounds.  Production  was 
running  currently  a  little  short  of  300,000,000  pounds  a  month,  and 
consumption  was  running  a  little  in  excess  of  300,000,000  pounds  a 
month.     Now,  following  through  January,  February,  March,  April, 

>  Tba  production  was  on  a  blister  basis  to  eliminate  dnpllcatlon. 
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and  May,  in  each  of  those  months,  the  deUveries  of  copper  exceeded 
the  production.  The  result  was  a  constant  diminution  in  the  amounts 
of  copper  shown  in  the  stock  column.  So  that  by  June  the  stock  had 
gotten  down  to  600,000,000  poimds.  On  the  contrary,  production 
had  gotten  up  to  318,000,000  pounds,  just  balancing  deliveries.  The 
situation  was  in  balance. 

Following  that  in  July,  production  exceeded  dehveries  a  little  bit. 
From  that  time  on,  notwi^hstandiug  the  constant  ijicrease  in  produc- 
tion up  until  December — no  really  up  until  November — the  deUveries 
exceeded  the  production,  resulting  in  a  diminution  of  stock.  In- 
October,  the  stock  position  had  gotten  down  to  600,000,000. 

The  Chairman.  In  October  of  1928? 

Mr.  Kelley.  1928,  and  that  was  the  time  that  we  became  very 
much  concerned  about  the  situation. 

The  Chairman.  When  the  stocks  on  hand  were  reduced  to 
612,000,000? 

Mr.  Kelley.  Tes. 

The  Chairman.  Then  you  became  concerned? 

Mr.  Kelley.  About  a  run-away  price.  That  is  the  time  the  price 
began  to  get  out  of  anybody's  control.  To  meet  that  situation,  on 
October  29,  1928,  Copper  Exporters  issued  a  statement  in  which  we 
advised  the  buyers  to  cease  buying.  It  had  almost  assumed  panic 
proportions,  and  We  said : 

The  urgent  demand  for  copper  has  forced  the  Copper  Exporters  Inc.  to  raise 
the  price  of  copper  for  export  to  16%  cents  c.  i  f.  European  ports.  In  the  opin» 
ion  of  the  producers  and  refiners  forming  the  membership  of  Copper  Exporters 
Inc.,  consumers  are  buying  in  excess  of  actual  requirements,  thereby  creating  the 
danger  of  a  run-away  market.  They  believe  that  the  increased  mine  produc- 
tion— September,  7,000  tons  over  August,  and  20,000  tons  over  January — will 
be  sufficient  to  satisfy  any  reasonable  demand.  Unfilled  orders  on  the  books  of 
producers  and  refiners  as  shown  by  available  statistics  were  353,000  tons  at  the 
end  of  September  as  compared  with  257,000  tons  at  the  end  of  August,  and  have 
undoubtedly  been  further  increased  during  the  month.  It  is  believed  that  if 
buyers  will  confine  their  purchases  to  actual  requirements,  the  situation  should 
be  relieved  by  increased  mine  production  coming  upon  the  market. 

That  was  the  best  advice  that  we  could  give  to  prevent  a  run-away 
market. 

The  Chairman.  What  was  the  price  in  January  1928,  at  the 
beginning  of  this  charts 

Mr.  ScoLL.  I  think  I  can  answer  that  from  the  table  attached  to 
"Exhibit  No.  2100."  ^ 

Mr.  Kelley.  The  average  price  of  copper  in  January  1938  was 
13.85  cents  a  pound. 

The  Chairman.  Inp'ebruary  what  was  it? 

Mr.  Kelley.  In  February  it  was  slightly  lower,  13.82. 

The  Chairman.  March? 

Mr.  Kelley.  13.84. 

The  Chairman.  April? 

Mr.  Kelley.  13.98. 

The  Chairman.  May? 

Mr.  Kelley.  14.2. 

The  Chairman.  June? 

Mr.  Kelley.  14.5. 

The  Chairman.  July? 

Mr.  Kelley.  Exactly  the  same. 

>  Appendix,  p.  13304. 
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The  Chaieman.  August? 

Mr.KELLBT.  The  same,  14.2. 

The  Chairman.  September? 

Mr.  Kelley.  14.7. 

The  Chairman.  October? 

Mr.  Kelley.  October,  15.2. 

The  Chairman.  So  that  it  was  this  increase  in  October  that  caused 
you  to  fear  a  run-away  market. 

Mr.  Kelley.  It  was  the  decrease  in  stocks  that  continued  over 
deliveries  as  against  production  and  the  volume  of  buying  that  was 
coming  in  which  was  in  excess,  we  believed,  of  normal  requirements. 

The  Chairman.  According  to  this  chart,  the  stocks  on  hand  in 
October  were  612,000,000  as  compared  with  699,000,000  in: January, 
or  a  decrease  of  only  87,000,000  pounds. 

Mr.  Kelley.  Yes;  but  look  at  the  decrease  in  the  refined  stock, 
and  that  is  the  stock  that  was  available  for  delivery.  That  is  the 
hghter  color  at  the  top. 

Mr.  ScoLL.  May  I  interrupt  there,  Mr.  Kelley?  A  part  of  the 
production  represented  in  the  green  colunm  was  also  available,  was 
it  not,  insofar  as  they  were  refined  stocks? 

Mr.  Kelley.  No;  whatever  was  delivered  is  reflected  in  this  other 
column. 

Mr.  ScoLL.  But  the  deUveries  came  out  of  aU  stocks  that  were 
available  and  they  might  have  been  refined  during  that  month  or 
previously,  and  if  previously  refined,  were  on  hand  the  first  of  the 
month. 

Mr.  Kelley.  Yes. 

The  Chairman.  Of  course,  that  is  clear  because  taking  the  first 
column  of  January,  the  deliveries  amounted  to  307,000,000  pounds, 
plus,  and  the  refined  stock  on  hand  that  month  was  only  229,000,000 
pounds. 

Mr.  Kelley.  Yes. 

The  Chairman.  The  307,000,000  pounds  delivered  had  to  be  taken 
both  from  the  refined  stocks  on  hand,  and  the  copper  produced  during 
that  month. 

Mr.  Kelley.  Yes;  that  is  right.  The  tall  colunm  (stocks)  repre- 
sents the  net  result  after  the  reduction  of  delivery  figures  had  been 
calculated,  but  if  you  look  at  the  refined  stock  position,  that  had  de- 
creased from  229,000,000  pounds  to  134,000,000. 

The  Chairman.  But  the  amount  produced  had  increased  from 
287,000,000  pounds  to  353,000,000  pounds. 

Mr.  Kelley.  Right;  and  the  deliveries  had  increased  from  307,- 
000,000  to  3.55,000,000,  so  there  was  scarcely  2  weeks  of  refined  copper 
in  the  world.  That  is  what  we  were  afraid  of.  It  takes  approximately 
90  days  to  bring  it  through. 

Senator  King.  It  is  evident  you  were  not  seeking  to  increase  the 
price  of  copper  to  the  consumer. 

Mr.  Kelley.  Not  at  that  time. 

Senator  King.  You  were  seeking  to  prevent  a  run-away  market 
which  would  cause  an  unprecedented  and  undesirable  price  in  copper? 

Mr.  Kelley.  That  is  right. 

Now,  if  I  may  continue,  briefly,  that  situation  reached,  I  think,  its 
apex  in  March.  Production  was  increasing,  deliveries  were  increas- 
ing— that  was  the  world  condition  that  I  referred  to,  and  stocks  were 


CONCENTRATION  OP  ECONOMIC  POWER  13193 

aot  being  built  up  adequately.  The  producers  in  that  situation  sold 
forward  copper  that  was  in  the  ground  as  far  as  they  dared ;  the  market 
was  left  to  the  custom  smelters,  which  necessarily  couldn't  go  in  a 
forward  position  with  the  small  producers,  and  that  is  what  forced  the 
price  up  on  bids,  not  "asks,"  to  24  cents  a  pound. 

Mr.  ScoLL.  Mr.  Kelley,  were  any  of  the  copper  producers  to  your 
knowledge  speculating  in  copper  during  that  period? 

Mr.  Kelley.  No;  not  to  my  knowledge.     What  do  you  mean? 

Mr.  ScoLL.  I  mean  speculatmg  on  further  advances  in  price  and 
accumulating  stocks  with  the  idea  of  unloading  them  at  a  higher  figure. 

Mr.  Kelley.  No. 

Mr.  ScoLL.  I  think.  Senator,  we  may  proceed.  Have  you  anything 
more  to  say? 

Mr.  Kelley.  This  whole  situation  was  covered  completely  in  a 
memorandum  that  was  prepared  for  the  Board  of  Review  of  the 
Federal  Trade  Commission  under  date  of  October  21,  1931,  as  was 
the  subsequent  1930  situation,  and  sometime  I  think  it  might  be 
advantageous 

Mr.  ScoLL  (interposing).  I  suggest  that  you  offer  it  to  the  com- 
mittee. 

The  Chairman.  It  may  be  received,  Mr.  Kelley.  You  would  like 
to  have  it  appear  in  the  record? 

Mr.  Kelley.  I  think  it  is  the  most  succinct  statement  of  what 
occurred  through  that  entbe  cycle  that  has  been  prepared  anywhere. 

Mr.  ScQLL.  It  bears  "Exhibit  No.  2132." 

(The  memorandum  referred  to  was  marked  "Exhibit  No.  2132" 
and  is  included  in  the  appendix  on  p.  13456.) 

Mr.  ScoLL,  You  referred  to  the  statement  that  was  issued  by 
Copper  Exporters,  I  believe  it  was  in  October  1928.  Now,  subsequent 
to  October  1928,  the  price  kept  on  rising? 

Mr.  Kelley.  Right. 

Mr.  ScoLL.  And  that  rise  in  price  naturally  stiinulated,  or  did  it 
stimulate  buying? 

Mr.  Kelley.  That  is  a  good  deal  like  whether  the  chicken  followed 
the  egg  or  the  egg  the  chicken.  They  always  go  together.  You  get 
a  situation  of  the  rise  in  prices,  you  get  panicky  buying,  you  get  an 
uicrease  in  price,  and  you  get  a  situation 

Senator  King  (interposing).  Stimulated  speculation,  too. 

Mr.  Kelley.  Right. 

Mr.  ScoLL.  Copper  Exporters  controlled  roughly  95  percent  of  the 
United  States  production  and  86  percent  of  the  foreign  production  at 
that  time? 

Mr.  Kelley.  The  members  sold  the  copper.     I  don't  want  to  b 
technical. 

Mr.  Scoll.  The  members  acting  through  the  Copper  Exporters, 
Inc.,  could  they  have  kept  the  price  down? 

Mr.  Kelley.  No.  Mr.  Brownell,  who  assisted  in  the  preparation 
of  this  statement,  is  here,  and  he  will  testify  that  we  were  so  concerned 
about  the  situation  we  did  everythiug  we  could,  and  we  contemplated 
coming  over  and  putting  the  situation  up  to  the  Department  of  Justice, 
or  to  somebody,  and  asking  permission  to  allocate  copper  because  we 
knew  copper  was  being  bought  speculatively.  We  knew  we  were  in 
a  run-away  market,  and  we  were  helpless  to  stop  it.  We  had  sold  ft 
billion  pounds  of  copper  khead  a  little  later  against  a  total  stock  above 
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ground  of  600,000,000  pounds.  We  had  sold  copper,  several  hundred 
million  pounds  of  it,  that  was  still  in  the  mines.  That  is  the  best  we 
could  do. 

CONFERENCES  WITH  GOVERNMENT  OFFICIALS  CONCERNING  PRICE  OF 

COPPER 

Mr.  ScoLL.  I  believe  that  the  price  of  copper  was  stablilized  at  18 
cents  about  May  1929.    Isn't  that  correct? 

Mr.  Kelley.  Well,  the  price  of  copper  was  18  cents. 

Mr.  ScoLL.  Was  18  cents? 

Mr.  Kelley.  About. 

Mr.  ScoLL.  And  thereafter  it  was  held  at  18  cents,  according  to  the 
record? 

Mr.  Kelley.  That  price  prevailed. 

Mr.  Scoll.  What  persons  were  instrumental  in  holding  the  price 
at  18  cents? 

Will  the  reporter  read  that  question? 

(The  question  was  read  by  the  reporter.) 

Mr.  Scoll.  What  class  of  persons,  rather  than  individuals? 

Mr.  Kelley.  Well,  I  should  say  that  that  was  the  price  of  copper 
that  prevailed  in  the  industry. 

Mr.  Scoll.  Wellj  now^  I  believe  you  referred  to  the  fact  that  you 
had  some  consultation  with  Federal  officials  some  time  after  March  1 
and  before  August  1929,  with  respect  to  methods  and  ways  and  means 
of  checking  the  run-away  market.    Is  that  correct? 

Mr.  Kelley.  No.  No;  I  iaaid  we  considered  it.  We  did  not  come 
down. 

Mr.  Scoll.  Well,  now,  did  the  amount  of  inventories  of  refined  cop- 
per that  were  bought  above  18  cents— and  that  was  before  Ma^  1929 — 
and  held  by  the  fabricatiug  companies  including  the  fabricating  sub- 
sidiaries of  the  producers,  have  any  influence  in  the  decision  to 
maintain  the  price  at  18  cents? 

Mr.  Kelley.  Well,  I  don't  want  to  quibble,  but  I  must  object 
to  the  term  "decision  to  hold  the  price  at  18  cents,"  because  imtil 
after  the  panic  there  was  no  such  decision. 

^Mr.  Scoll.  Let  me  change  the  question  slightly  and  change  the 
word  "decision"  to  efforts  to  maintam  the  price?    , 

Mr.  Kelley.  WeU,  let  me  tell  you  what  happened,  may  I?  This 
tremendous  buying  wave  that  started  in  the  fall  of  1928  continued 
through  the  balance  of  the  year,  and  in  January  my  chart  shows  in 
the  firat  week  we  sold  76,900  tons  of  copper.  The  sales  in  the  second 
and  third  week  were  not  so  great,  but  to  summarize  it,  as  you  can  see — 
have  you  a  copy  of  this?  ^ 

Mr.  Scoll.  No,  but  that  is  all  right.  I  have  seen  it  and  I  think 
I  can  foUow  your  discussion. 

Mr.  Kelley.  Here  it  is.  The  sales  by  April — forward  sales — 
amounted  to  more  than  1,000,000,000  pounds  of  coi)per;  and  if  you 
will  look  at  the  othet  chart  for  1929  you  will  see  that  in  April,  for  the 
first  time,  production  exceeded  deliveries.  The  price  naturally  was 
due  for  a  break;  there  was  very  little  copper  sold  above  20  cents. 
.  The  average  price  of  all  the  sales  that  were  on  the  books  was  about 
18  cents.    The  price  receded  to  18  cents.    The  producers  had  been 

I  BaiBrrliig  to  "Exhibit  l^o.  2131,"  appendix,  facing  p.  1346S. 
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sold  out,  as  I  hstve  explained,  months  in  advance.  The  custom 
smelters  and  the  small  producers  took  the  market.  We  were  digging 
the  copper  that  was  necessary  to  deUver,  and  while  it  may  not  be 
important,  niy  expectation  was  the  situation  would  be  completely 
liquidated;  but  if  you  will  look  on  the  chart  you  wiH  see  what  hap- 
pened in  July  and  August. 

As  I  recall,  in  the  first  week  of  September  142,000  tons  of  copper 
were  sold,  and  we  Were  again  in  a  tremendous  forward  position,  which 
if  permitted  to  collapse  would  unquestionably  have  precipitated  the 
panic  that  came  later,  and  that  situation  we  did  not — the  producers 
did  not  want — there  was  no  agreement  about  it.  As  a  matter  of 
business  poUcy,  having  been  sold  out  we  did  not  force  our  copper  on 
the  market;  we  were  endeavoring  to  see  that  the  situation  was  liqui- 
dated and  that  is  what  happened  up  to  the  time  of  the  panic,  which 
occurred  in  October  1929. 

Mr.  ScoLL.  And  I  beUeve  you  made  reference  to  the  fact  that  you 
were  forced  into  the  position  of  holding  the  umbrella  over  some  of  the 
others  that  were  selling  at  that  time,  some  of  the  custom  smelters 
and  smaU  producers? 

Mr.  Kelley.  Well,  that  appHed  more  i>articularly  during  the 
period  of  Copper  Export  Association.     All  right,  we  were. 

Mr.  ScoLL.  Now,  in  order  to  maintain  the  price  at  18  cents  through 
the  panic,  did  any  of  the  producers  make  stabilizing  purchases  of 
copper? 

Mr.  Kelley.  That  I  do  not  know. 

Mr.  ScoLL.  Now,  following  the  panic  of  1929,  will  you  describe  the 
conferences  that  took  place  in  Washington,  telling  who  took  the  initia- 
tive and  who  particii)ated? 

Senator  King.  While  you  are  getting  that,  may  I  make  an  off-the- 
record  statement?     (Statement  ojff  the  record.) 

Mr.  ScoLL.  Before  you  answer  my  last  question,  Mr.  Kelley,  I 
asked  you  whether  any  of  the  producers  had  made  stabilizing  pur- 
cases  in  the  late  sumnier  of  1929  and  through  the  panic,  in  order  to 
hold  the  price,  and  you  said  you  didn't  know  of  any.  Now,  how  was 
the  price  maintained  at  18  cents  during  that  period? 

Mr.  Kelley.  WeU,  if  you  will  look  at  the  chart  that  has  been  intro- 
duced in  evidence  *  you  will  see  that  business  was  going  through  the 
summer  of  1929  at  fuU  tUt.  You  will  see  that  production  was  prac- 
tically maintained  and  deliveries  were  more  than  taking  care  of  pro- 
duction as  late  as  October  1929.  Look  at  the  picture.  In  September 
our  production  was  348,000,000  pounds 

Mr.  ScoLL.  Let  the  record  show  that  Mr.  Kelley  is  referring  to 
"Exhibit  No.  2131." 

Mr.  Kelley.  Our  deliveries  were  346,000,000;  we  were  within 
2,000,000  pounds  of  a  complete  balance.  In  October  our  production 
was  350,000,000;  our  deliveries  were  364,000,000.  Now  during  that 
situation,  and  with  that  picture  in  front  of  you,  no  one,  I  take  it, 
would  go  out  and  deUberately  cut  price;  there  would  be  no  necessity 
for  doing  it.  We  were  delivering  the  copper  that  we  had  sold  during 
the  spring  and  that  situation  continued  until  November,  when  the 
panic  occurred,  and  then  look  what  happened.  Our  production  kept 
up  to  341,000,000  and  our  deliveries  dropped  to  260,000,000,  a  drop 
of  over  80,000,000  pounds  in  the  month  of  November. 

•"Exhibit  No.  2131." 
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That  is  when  the  situation  was  collapsing. 

Mr.  ScoLL.  But  I  believe  the  conferences  in  Washington  did  not 
take  place  until  sometime  later? 

Mr.  Kelley.  That  is  right. 

Mr.  ScoLL.  Then  how  was  the  price  maintained  from  the  time 
October  until  it  was  decided  in  conference  with  Federal  officials  to 
hold  the  price? 

Mr.  Kelley.  WeU,  how  much  of  that? 

Mr.  ScoLL.  It  covers  a  couple  of  months. 

Mr.  Kelxey.  The  situation,  and  I  will  try  to  describe  it  very  briefly, 
was  as  you  described  it,  Senator  King  (in  off-the-record  statement). 
There  was  a  state  of  panic.  Everybody  was  trying  to  hold — this  was 
after  October,  during  the  months  of  November,  December,  and 
January.  The  stock  market  had  collapsed,  and  we  all  felt  that  it  was 
a  temporary  thing,  that  with  the  close  of  the  year  there  would  be  a 
resumption  where  we  left  off. 

The  President  of  the  United  States  had  called  a  meeting  of  execu- 
tives, representing  various  lines  of  business.  Mr.  Brownell  was  there; 
and  out  of  that  came  the  appointment  of  a  committee  of  business 
survey,  I  think  it  was  designated,  20  men  who  represented  the  different 
industries  in  the  United  States,  including  myself. 

We  had  numerous  conferences  here  as  to  what  could  be  done.  It 
was  generally  thought  that  the  best  program  to  be  adopted  was  to 
try  to  maintain  prices  through  a  difficult  period  in  order  to  prevent  a 
collapse  in  the  business  structure  which  would  result  in  tremendous 
imemployment,  and  up  to  that  time  we  had  not  come  into  the  cycle 
of  imemployment,  you  see. 

That  was  the  situation  in  January  and  it  was  the  situation  in  March. 
In  the  latter  part  of  March  I  became  concerned  over  the  situation. 
I  felt  that  we  were  holding  copper  at  a  fictitious  price.  I  felt  that  it 
couldn't  survive.  The  panic — the  depression  had  started  and  we  were 
going  into  a  deeper  and  wider  depression  than  we  had  visuaHzed.  I 
came  to  Washington — Mr.  Brownell  and  I  came  to  Washington;  we 
consulted  with  responsible  governmental  officers  who  urged  us  to  hold 
the  price.  We  felt  that  it  was  our  duty  to  cooperate.  We  did.  That 
was  a  period  of  fictitious  price,  of  artificial  price,  if  you  please.  I 
enjoyed  the  general  responsibility  for  it,  and  got  the  criticism  that 
went  for  doing  it,  but  it  was  my  deliberate  judgment  the  price  should 
have  been  cut  before  it  was,  and  it  wasn't  only  because  we  felt  it 
was  our  duty  to  cooperate  with  the  Government  in  maintaining  it 
that  we  did  so. 

That  situation  prevailed  until  the  month  of  April  1930  when  we 
advised  the  Government  that  it  was  impossible  to  continue  any  longer, 
and  even  then  against  the  request  of  the  Government,  through  re- 
sponsible agencies,  we  let  the  price  go. 

Mr.  ScoLL.  Well,  now  through  this  period  that  we  have  just  been 
discussing,  Mr.  KeUey,  late  '29  and  early  '30,  the  custom  smelters 
were,  I  beheve,  in  a  rather  critical  position  in  that  they  had  to  unload 
their  daUy  intake  as  it  came  in,  isn't  that  correct? 

Mr.  Kelley.  That  is  correct. 

Mr.  ScoLL.  And  so  that  in  order  to  carry  out  the  wishes  of  the 
Federal  officials  that  you  spoke  to  and  try  to  hold  the  situation  in 
check,  some  arrangements  had  to  be  made  with  the  custom  smelters 
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SO  that  they  wouldn't  lose  out  and  be  forced  to  cut  the  price — isn't 
that  correct? 

Mr.  Kellet.  No;  it  is  not  correct  to  this  extent:  I  don't  want  to 
place  any  responsibility  prior  to  the  pauic  upon  anything  that  was 
suggested  by  Government  oflEicials,  and  the  arrangement  was  initiated 
prior  to  that  time. 

Mr.  ScoLL.  It  was  initiated  prior  to  that  time?  Well,  will  you 
describe  the  arrangement  briefly? 

Mr.  Kelley.  Well,  don't  you  think  Mr.  Brownell  had  better  do 
that? 

Mr.  ScoLL.  Very  well. 

Mr.  Kelley.  It  is  his  particular  business. 

Mr.  ScoLL.  One  further  question  on  Copper  Exporters,  Inc.  After 
the  break  of  the  18-cent  price  and  the  price  started  down  the  toboggan, 
the  Copper  Exporters,  Inc.,  tried  to  hold  the  custom  smelters  with 
special  quotations  under  the  official  price,  did  they  not?  Will  the 
reporter  read  that  question? 

(The  question  was  read  by  the  reporter.)  ^ 

Mr.  ScoLL.  I  am  referring  to  the  allowance  of  the  special  partici- 
pations, preferred  participations. 

Mr.  Kelley.  My  recollection  is  that  after  the  break  of  the  18-cent 
price  the  party  was  over,  but  that  during  the  continuance  of  the  18- 
cent  price  the  producers  waived  sales  and  allowed  a  transfer  of  par- 
ticipation. 

Mr.  ScoLL.  Were  any  concessions  made  to  the  European  Associates 
to  hold  them  in  line? 

Mr.  Kelley.  Not  that  I  recall. 

Mr.  ScoLL.  Does  the  phrase  "the  extra-special  quotations"  recall 
anything  to  your  mind? 

Mr.  Kelley.  It  really  doesn't. 

copper  institute  and  statistics 

,  Mr.  Scoll.  I  would  Uke  to  ask  you  a  few  questions  about  the  Copper 
Institute. 

Mr.  Kelley.  Yes. 

Mr.  Scoll.  Shall  we  proceed? 

The  Chairman.  Let's  proceed. 

Mr.  Scoll.  You,  I  believe,  are  the  president  of  the  Copper  Institute. 

Mr.  Kelley.  I  am. 

Mr.  Scoll.  What  is  the  function  of  the  Copper  Institute? 

Mr.  Kelley.  The  Copper  Institute  is  purely  a  statistical  organiza- 
tion, functioning  in  the  gathering  and  distribution  of  pertinent  statis- 
tics with  reference  to  the  production,  consumption,  and  distribution 
of  copper. 

Mr.  Scoll.  I  would  like  to  oiffer  at  this  time  a  list  entitled  "Organi- 
zation of  Copper  Institute,"  which  includes  the  membership  of  the 
Institute,  its  officers,  and  executive  committee,  of  which  Mr,  Kelley 
is  the  chairman.     This  Ust  was  prepared  by  the  Copper  Institute. 

The  Chairman.  It  may  be  received. 

(The  Ust  referred  to  was  marked  "Exhibit  No.  2133"  and  is  included 
in  the  appendix  on  p.  13460.) 

Mr,  Scoll.  This  hst  must  have  been  the  officers  and  personnel  at 
the  time  of  organization  of  the  Institute. 
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The  Chairman.  In  what  year  was  that? 
Mr.  ScoLL. '  1^26,  I  beUeVe. 
Mr.  Kellbt.  1926  I  think  is  right. 
The  Chairman.  And  it  has  been  changed  since  then? 
Mr.  Wolff.  In  1927. 
Mr.  Kelley.  Yes. 

Mr.  ScoLL.  I  would  like  to  read  into  the  record  article  4  of  the 
constitution  of  the  Copper  Institute  dated  as  of  November  3,  1927: 

Article  4.  The  books  and  records  of  the  Institute  shall  be  open  at  all  times  to  the 
inspection  of  the  departments  or  bureaus  of  government  interested  and  all  reports 
distributed  to  members  shall  be  furnished  to  any  official  public  body  or  insti- 
tution desiring  to  receive  them.  The  information  compUed  by  the  Institute, 
in  essential  particulars,  shall  be  available  to  the  public  through  trade  journals  or 
the  general  press.  . 

Ha^  the  institute  made  its  information  readily  available  to  the 
trade  journals  or  to  the  press? 

Mr.  Kelley.  Generally  speaking,  it  is  my  understanding  that  it 
has.  I  believe  there  are  some  particular  matters  that  people  who 
furnish  them  prefer  not  to  be  published,  but  on  the  whole  I  would  say 
that  whether  or  not  they  have  all  been  given  to  the  press,  they  have 
all  been  filed  with  the  governmental  bodies. 

Mr.  ScoLL.  What  has  been  the  general  attitude  of  leading  members 
of  the  Institute  toward  publication  of  statistics? 

Mr.  Kelley.  Well,  I  think  generally  they  have  all  been  in  favor 
of  it. 

Mr.  Scoll.  But  the  Institute  has  from  time  to  time  suspended  the 
publication  of  statistics,  has  it  not? 

Mr.  Kelley.  Only  in  exceptional  cases  and  imder  exceptional 
circumstances.     Do  you  refer  to  what  occurred  just  recently? 

Mr.  Scoll.  I  didn't  want  you  to  go  into  it,  merely  to  answer 
whether  or  not  such  suspensions  had  occurred. 

Mr.  Kelley.  Generally  speaking,  when  the  information  has  been 
available  it  has  been  published. 

Mr.  Scoll.  You  are  aware,  of  course,  that  the  American  Petroleum 
Institute  and  other  trade  associations — 7- 

Mr.  Kelley  (interposing) .    I  know  they  exist. 

Mr.  Scoll.  Have  over  a  period  of  time  made  their  statistics 
public.  Has  the  attitude  of  the  Institute  on  this  matter  of  statis- 
tics been  conditioned  by  the  attitude  that  keeping  control  over  the 
use  of  its  figures  discourages  the  activities  of  the  speculator? 

Mr.  Kelley.  Well,  I  don't  think  it  has  kept  control. 

Mr.  Scoll.  WeU,  those  periods  when  statistics  have  been  sus- 
pended— does  that  have  some  relation  to  the  activities  of  speculators? 

Mr.  Kelley.  That  I  couldn't  say.     I  know  what  Mr.  ScoU  wants. 

Mr.  Scoll.  Why  don't  you  tell  me? 

Mr.  Kelley.  Frankly,  the  situation  is  that  when  the  war  came, 
I  mean  our  current  war,  statistics  were  unavailable  from  Germany, 
they  were  unavailable  from  the  Empire  producers,  which  included 
the  Canadians  and  the  South  Africans,  because  their  production  had 
been  taken  over  by  the  British  Government,  and  at  that  time  it 
seemed  as  though  that  was  something  that  the  British  Gov  eminent 
quite  naturally  might  not  wish  to  be  made  pubhc,  and  in  that  situation, 
from  September  on  until  the  end  of  the  year,  no  statistics  were  pub- 
lished because  they  were  incomplete.     Now  what  further  purpose  any 
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individual  or  corporation  might  have  had  for  taking  the  position  that 
they  didn't  want  the  statistics  compiled,  I  am  not  in  a  position  to 
discuss.  The  fact  is  that  general,  complete  statistics  were  not 
compiled. 

Mr.  ScoLL.  I  believe  the  Institute  recently  announced  that  it  was 
going  to  resume  pubhcation  of  statistics.     Is  that  a  fact? 

Mr.  Kelley.  We  have  been  urging  our  foreign  associates  to  tiy 
and  get  the  statistics  released.  They  were  not  compiled  during  this 
period.  It  was  my  understanding  that  they  will  be  forthcoming 
and  we  hope  that  while  we  may  not  be  able  to  pubUsh  the  statistics 
monthly,  we  wiU  cover  the  period  from  September  to  the  end  of 
the  year  in  a  block,  so  that  the  yearly  statistics  will  be  complete. 

Mr.  ScoLL.  It  helps  the  consumers  of  copper  more  if  the  statistics 
are  pubhshed  than'if  they  are  not,  doesn't  it? 

Mr.  Kelley.  Surely. 

Mr.  O'CoNNELL.  May  I  ask  a  question  there?  Before  you  sus- 
pended the  pubhcation  of  statistics,  did  you  prepare  and  pubhsh 
statistics  on  such  specific  questions  as  domestic  production  and 
domestic  consumption,  or  were  the  statistics  pm-ely  on  a  world  basis? 

Mr.  Kelley.  It  was  both.  We  pubhshed  domestic  and  the 
world — domestic,  foreign,  and  combined  statistics. 

Mr.  O'CoNNELL.  At  the  time  you  suspended  publication,  you 
indicated  that  your  statistics  were  incomplete? 

Mr.  Kelley.  The  world  statistics. 

Mr.  O'CoNNELL.  You'  did  have  the  same  type  of  figures  as  far  as 
domestic  production  and  consumption  were  concerned,  did  you  not? 

Mr.  Kelley.  No,  we  didn't,  because  some  of  the  members — 
some  of  the  producers — took  the  position  that  if. they  couldn't  get 
complete  information  they  wouldn't  furnish  theirs;  and  we  did  not 
have  them — I  mean  speaking  for  the  Institute. 

Mr.  ScoLL.  To  your  knowledge,  were  any  of  the  domestic  statistics 
made  available  to  any  large  consumers  of  copper  who  were  on  the 
inside,  so  to  speak? 

Mr.  Kelley.  Not  that  I  know  of. 

INTERNATIONAL   SHIFTS   IN   COPPER   PRODUCTION 

Mr.  ScoLL.  At  this  time  I  would  like  to  offer  for  the  record  a 
chart  and  two  tables  entitled  "World  Production  of  Copper,  1912- 
1938,"  a  chart  that  was  prepared  by  the  T.  N.  E.  C.  from  figures  of 
the  American  Bureau  of  Metal  Statistics.  It  shows  the  relative 
positions  from  1912  to  1938  of  Asia,  Europe,  Africa,  Latin  America, 
and  Canada,  Newfoundland,  and  the  United  States.  Copies  have 
been  furnished  to  you,  I  beheve. 

The  Chairman.  They  may  be  received. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2134"  and  appears 
on  p.  13462.  The  statistical  data  on  which  this  chart  is  based  are 
included  in  the  appendix  on  pp.  13460  and  13461.) 

The  Chairman.  The  spaces  on  this  chart  are  not  cumulative,  are 
thej,  Mr.  Scoll?  In  other  words,  the  space  labeled  "United  States" 
indicates  the  production  of  copper  in  the  United  States.  Then  the 
space  above  that,  which  is  labeled  "Canada  and  Newfoundland," 
~  represents  the  production  in  Canada  and  Newf oimdland  but  does  not 
include  the  space  below  already  in  the  United  States? 
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Mr.  ScoLL.  That  is  correct. 

The  Chairman.  So  that  in  interpreting  this  chart  we  must  take 
into  consideration  only  that  area  which  is  designated  for  each  different 
country. 

Mr.  ScoLL.  That  is  correct. 

Mr.  Kelley.  Pardon  me,  Mr.  Scoll,  do  you  mean  that?  It  is 
cumulative  in  the  sense  that,  for  instance,  Canada  and  Newfoundland 
are  added  onto  the  total  production  of  the  United  States,  so  that  you 
get  a  cumulative  figure  going  up  to  two  and  a  half  million  short  tons 
of  copper.     Isn't  that  right? 

The  Chairman.  I  think  you  misunderstood  me,  Mr.  Kelley.  My 
thought  was  this:  I  wanted  to  be  clear  that  the  production  of  Canada 
and  Newfoundland  does  not  amount  to  more  than  the  production 
in  the  United  States.  It  is  the  difference  above  each  one.  Proceed, 
Mr.  Scoll. 

Mr.  Scoll.  Beginning  with  1930,  an  increasing  share  of  world 
production  went  to  Africa  and  Canada.     Isn't  that  correct? 

Mr.  Kelley.  That  is  right. 

Mr.  Scoll.  I  would  like  to  offer  at  this  time  a  chart  and  supporting 
table  showing  the  share  of  world  production  of  copper  controlled  by 
United  States  companies,  1916-1937. 

The  Chairman.  What  is  the  source  of  this? 

Mr,  Scoll.  This  was  preparediby  the  T.  N.  E.  C.  staff  from  figures 
of  the  American  Biu-eau  of  Metal  Statistics.  It  shows  very  graphi- 
cally how  the  foreign  share  of  world  production  has  increased  since 
1930  and  how  the  United  States  share  has  decreased. 

The  Chairman.  The  exhibit  may  be  received. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2135"  and  appears 
on  p.  13464.  The  statistical  data  on  which  this  chart  is  based  are 
included  in  the  appendix  on  p.  13463.) 

Mr.  Scoll.  Mr.  Kelley,  in  spite  of  the  decline  in  total  world  prb- 
duction  by  the  United  States,  the  amount  of  world  production  con- 
trolled by  the  United  States  companies  which  was  produced  outside 
of  the  United  States  increased  considerably,  did  it  not? 

Mr.  Kelley.  That  is  true. 

Mr.  Scoll.  And  it  was  greater  than  it  had  ever  been  before? 
.  Mr.  Kelley.  Right.     This  chart  (referring  to  "Exhibit  No.  2136") 
shows  the  geographic  distribution  of  the  ore  reserves  of  the  world  by 
countries;  this  chart  (referring  to  "Exhibit  No.  2137")  shows  the  dis- 
tribution of  reserves  by  corporate  control  by  nationality. 

The  Chairman.  Please  number  them  and  we  will  get  them  in  the 
record. 

Mr.  Scoll.  The  two  charts  referred  to,  World  Copper  Reserves  by 
Geographic  Location,  and  World  Copper  Reserves  by  Corporate  Con- 
trol, introduced  by  Mr.  Kelley,  will  bear  the  numbers  2136  and  2137. 

The  Chairman.  The  exhibits  may  be  received. 

(The  charts  referred  to  were  marked  "Exhibits  Nos.  2136  and  2137" 
and  are  included  in  the  appendix  on  pp.  13465  and  13466.) 

Mr.  Kelley.  The  corporate  control  referred  to  is  by  nationality 
and  not  individually  by  companies. 

The  Chairman.  Let's  see  what  you  mean  by  that. 

Mr.  Kelley.  American. 

The  Chairman.  American? 
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Mr.  Kelley.  American  created  corporations.  If  you  look  at  the 
bottom  of  that  chart,^  that  refers  to  the  nationality  of  the  corporations. 

The  Chairman.  You  have  (a)  United  States,  and  under  that, 
Canada  0.19  percent,  Mexico  0.29  percent,  Cuba  and  Nicaragua  0.09 
percent,  and  Cyprus  0.43  percent.     Is  that  right? 

Mr.  Kelley.  Yes;  that  is  right. 

The  Chairman.  Does  that  mean  that  United  States  corporations 
are  operating  in  these  five  areas? 

Mr.  Kelley.  No;  that  is  forty-three  one  hundredths  of  1  percent 
in  those  particular  places. 

The  Chairman.  Oh,  I  see.  That  (a)  refers  to  that  segment  of  the 
big  circle  which  is  labeled  (a). 

Mr.  Kelley.  Yes;  United  States  corporations  in  there. 

The  Chairman.  In  that  segment  the  United  States  corporations 
operate.  That  represents  1  percent  of  the  entire  world  reserves.  Is 
that  it? 

Mr.  Kelley.  Yes;  that  is  the  miscellaneous  production  that  was 
too  small  to  allocate  to  different  countries — ore  reserves,  not  produc- 
tion. 

The  Chairman.  I  see.  It  stUl  isn't  clear  to  me.  Let's  go  to  the 
circle  itself.  Here  it  is  divided  into  various  segments  wliich  are 
labeled  "United  States  Domestic,"  "U.  S.-Chile,"  "Canadian," 
"British-Africa,"  "Belgian,"  "Russian,"  with  three  segments  which 
are  not  labeled.  One  is  indicated  by  the  letter  (a)  and  one  by  the 
letter  (b)  and  one  by  the  letter  (c).  Let  us  take  the  United  States 
Domestic  segment,  which  is  apparently  23.62  percent  of  the  total 
circle.     What  does  the  chart  represent  with  respect  to  that  segment? 

Mr.  Kelley.  That  section,  23.62  percent,  represents  the  amount 
of  the  ore  reserves  of  the  world  within  the  United  States  and  con- 
trolled by  United  States  corporations. 

The  (chairman.  All  right.  Now  the  next  segment  above  that  is 
Chile;  24.56  percent  of  the  copper  reserves  of  the  world  are  in  Chile 
and  controlled  by  United  States  corporations? 

Mr.  Kelley.  Right. 

The  Chairman.  Now,  then,  with  respect  to  segment  (a),  that 
means  that  United  States  corporations  control  the  various  amounts 
set  forth  below  in  these  various  countries.     Is  that  correct? 

Mr.  Kelley.  That  is  right. 

The  Chairman.  Why  does  Canada  appear  both  in  segment  (a)  and 
have  a  segment  all  to  itself? 

Mr.  Kelley.  It  is  because  there  is  a  small  American  ownership  in 
Canadian  ore  reserves.  The  balance  of  it  is  owned  by  Canadian 
corporations. 

The  Chairman.  Then  isn't  this  7.68  percent  labeled  Canadian 
owned  by  United  States  corporations? 

Mr.  Kelley.  I  don't  see  where  that  is. 

The  Chairman.  Can  you  give  me  from  this  chart  the  total  amount 
of  copper  reserves  of  the  world  owned  or  controlled  by  corporations 
of  the  United  States? 

Mr.  Kelley.  Yes.  According  to  the  tabulation  which  we  have 
prepared,  we  have  56,000,000  tons,  or  49  percent  of  the  ore  resorvea 
of  the  world  are  controlled  by  American  companies. 

'  "Exhibit  No.  2137"  appendix,  p.  13466. 
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Mr.  Pike.  That  is  in  tons  of  copper,  not  ore? 

Mr.  Kelley.  Yes;  copper. 

The  Chairman.  The  United  States  corporations  have  no  part  in 
this  Russian  percentage  of  15.46  percent? 

Mr.  Kelley.  I  think  not. 

The  Chairman.  Nor  in  the  Belgian  percentage  of  5.25? 

Mr.  Kelley.  No. 

The  Chairman.  Nor  in  the  British-Africa  17.86? 

Mr.  Kelley.  No. 

The  Chairman.  Not  in  the  Canadian  of  7.68? 

Mr.  KTelley.  Some  may  own  stock  in  them. 

The  Chairman.  Is  there  any  other  world  organization  which 
operates  in  the  copper  industry  besides  the  Copper  Exporters  of 
which  we  were  speaking  a  little  while  ago? 

Mr.  Kelley.  That  is  not  operating  now. 

The  Chairman.  No;  but  is  there  any  other  that  has  been  operating? 

Mr.  Kelley.  Not  that  I  Imow  of. 

The  Chairman.  That  was  the  only  international  organization  of 
which  you  know? 

Mr.  Kelley.  Except  the  Institute,  which  is  merely  a  statistical 
9rganization. 

The  Chairman.  None  other? 

Mr.  Kelley.  None  other. 

The  Chairman.  And  so  far  as  you  know  there  has  been  no  other 
association  of  foreign  producers  with  American  producers  except 

Mr.  Kelley  (interposing).  Oh,  yes;  there  is  a  group  of  copper 
producers  operating  outside  the  United  States  that  entered  into  a 
production  agreement,  but  I  think  it  is  intended  that  Mr.  Stannard 
shall  handle  that. 

The  Chairman.  That  did  not  include  any  United  States  corpora- 
tions? 

Mr.  Kelley.  It  included  United  States  corporations  but  not 
United  States  production. 

The  Chairman.  United  States  corporations  operating  in 

Mr.  Kelley  (interposing).  Operating  abroad. 

The  Chairman.  Do  I  imderstand  that  American  corporfCtions  do 
not  produce  copper  in  Europe? 

'    Mr.  Kelley.  I  know  of  no  American  corporation  that  produces 
copper  in  Europe. 

The  Chairman.  Nor  in  Asia? 

Mr.  Kelley.  Nor  in  Asia. 

The  Chairman.  American  corporations  are  confined,  then,  to  North 
and  South  America  in  their  development? 

Mr.  Kelley.  I  think  that  is  true.    They  may  have  a  small  interest — . 
my  assistant  tells  me  there  is  one  American  corporation  that  is  oper- 
ating on  the  Isle  of  Cyprus. 

The  (Chairman.  That  is  a  very  insignificant  amount? 

Mr.  Kelley.  It  is  a  small  operation,  comparatively. 

Mr.  ScoLL.  The  new  foreign  producers,  or  should  I  say  the  foreign 
producers  which  began  to  develop  production  during  this  period,  were 
Rhokana,  International  Nickel  of  Canada,  Roan  Antelope  and  Mufu- 
lira,  were  they  not? 

Mr.  Kelley.  Those  were  the  most  important  ones  who  increased 
their  production  during  that  period. 
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Mr.  ScoLL.  And  Rhokana,  Roan  Antelope,  and  Mufulira  have  b&en 
referred  to  as  the  low-cost  producers? 

Mr.  Kelley.  I  never  heard  them  so  referred  to. 

Mr.  ScoLL.  Are  they? 

Mr.  Kelley.  They  are  Rhodesians.  Their  costs  are  published.  It 
depends  a  great  deal  upon  what  currency  you  use  as  a  denominator. 
If  you  translate  it  into  cents,  it  is  one  thing;  if  you  keep  it  in  shillings, 
it  is  another  thing. 

The  Chairman.  Now,  money  is  just  a  measure  of  value. 

Mr.  Kelley.  But  it  makes  a  great  deal  of  difference  if  your  rate  of 
exchange  is  $4.86  or  if  it  is  down  to  $3.50.  I  mean  they  are  economic 
producers;  they  pay  their  bUls  in  sterling.  Their  costs  are  kept  in 
sterling,  but  the  cost  to  them,  if  you  transliate  it  into  cents  per  pound, 
varies  with  the  rate  of  exchange. 

The  Chairman.  What  is  the  real  difficulty  of  coming  to  an  under- 
standing as  to  what  is  a  low-cost  producer  or  a  high-cost  producer? 

Mr.  Kelley.  I  think  the  best  answer  to  that  would  be  if  I  could 
have  access  to  one  of  these  Government  reports.  They  classify  copper 
costs  say  below  8  cents,  bracket  it  between  8  and  10  cents,  bracket  it 
between  10  and  12  cents,  12  and  14  cents,  14  and  16  cents.  Now,  low 
and  high  are  comparative  terms.  It  depends  on  where  you  draw  the 
line. 

Mr.  ScoLL.  Which  ones  are  below  8  cents,  Mr.  Kelley,  if  you  can 
recall? 

Mr.  Kelley.  Well,  in  this  report  of  the  Federal  Trade  Commis- 
sion— I  want  to  be  very  frank  about  it,  I  am  not  trying  to  evade. 

Mr.  ScoLL.  What  is  the  date  of  that? 

Mr,  Kelley.  This  is  the  report  of  the  Federal  Trade  Commission 
in  1919  and  gives  the  cost  in  1918. 

Mr.  ScoLL.  That  wouldn't  give  us  much  information  on  these 
Rhodesian  producers  would  it? 

Mr.  Kelley.  No.  You  asked  if  they  were  high  or  low  cost.  I  will 
say  they  are  competitive  producers  but  there  is  plenty  of  copper  that 
is  cheaper  and  a'  great  deal  that  is  higher. 

The  Chairman.  Of  course  it  is  comiojon  knowledge  in  mining  regions 
that  ore  varies  in  content,  that  you  hav^  high-grade  ore  and  low-grade 
ore,  that  ordinarily  the  high-grade  ore  may  be  produced  at  a  low  cost, 
and  the  low-grade  ore  is  produced  at  a  higher  cost.  That  is  true,  is 
it  not? 

Mr.  Kelley.  No,  sir. 

The  Chairman.  It  is  not?    What  is  the  fact? 

Mr.  Kelley.  The  fact  is  that  the  cheapest  ^copper  in  the  world  is 
produced  from  the  lower  grade  ores  where  the  character  of  the  opera- 
tion is  such  that  it  lends  itself  to  great  volume  and  mechanization. 
Those  factors  more  than  overcome  a  much  higher  grade  ore  that  has 
to  be  mined  from  a  depth,  transported  imderground  and  hoisted  to  the 
surface.  Generally  speaking.  Senator,  the  lowest-cost  copper  is  being 
produced  from  the  lowest-grade  ore. 

The  Chairman.  By  reason  of  mechanization? 

Mr.  Kelley.  And  the  character  of  the  operation. 

The  Chairman.  But  where  you  need  to  go  to  great  depths  to  get' 
the  high-grade  ore  or  to  employ  a  larger  number  of  miners  to  get  it 
out — that  naturally  increases  the  cost. 

Mr.  Kelley.  Right. 
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The  Chairman.  Since  you  can  distingaish  between  high-grade  ore 
and  low-grade  ore,  why  is  there  any  difficulty  in  distinguishing 
between  low  cost  operations  and  high  cost  operations? 

Mr.  Kelley.  Well,  if  you  define  the  term,  I  can  tell  you  how  much 
copper  can  be  produced  relative 

The  Chairman  (interposing).  You  and  coimsel  did  not  seem  to  be 
able  to  get  to  an  understanding  on  this  and  I  am  just  trying  to  clear 
it  up  in  my  own  mind  as  to  why  you  seem  to  be 

Mr.  Kelley  (interposing).  What  I  am  trying  to  say  is  we  say  hot 
or  cold,  but  when  we  come  to  measure  hot  or  cold  you  ask  me  if  it  is 
a  hot  day  or  cold  day.  We  have  a  measure,  that  is,  a  thermometer. 
When  you  say  high  or  low  cost,  those  are  comparative  terms  that  are 
just  as  indefinite  to  my  mind  as  hot  or  cold.  But  if  you  sa^*  how  much 
copper,  if  any,  can  be  produced  under  6  cents  a  pound  or  under  8  cents 
a  pound,  or  under  10  cents — that  means  something.  Now,  the  lowest 
bracketed  copper  here  is  given  at  under  12  cents.  We  have  made 
studies  of  the  thing  and  I  think  we  could  bracket  within  reasonable 
levels  copper  costs  within  certain  levels.  The  Rhodesians  are  com- 
parable in  cost  to  some  of  the  best  mines  in  the  world.  They  are  not 
the  cheapest  cost  producers  by  any  means,  measured  in  sterling  or 
measured  in  cents. 

The  Chairman.  Then,  by  and  large,  the  Rhodesians  are  low-cost 
producers? 

Mr.  Kelley.  Yes  they  are,  they  are  lower  than  the  higher. 

The  Chairman.  In  other  words,  when  you  come  to  Washington  in 
the  summertime  you  know  it  is  hot  though  you  may  not  be  able  to 
determine  just  exactly  what  the  thermometer  would  show, 

Mr,  Kelley.  But  I  have  been  in  places  where  it  was  hotter. 

Mr.  Pike.  You  wouldn't  have  any  trouble,  Mr.  Kelley,  in  putting 
the  Rhodesians  and  the  Chileans  in  the  bracket  under  8  cents? 

Mr.  Kelley.  I  think  that  is  right. 

Mr.  Pike.  Or  a  lot  of  them — and  they  are  all  new— that  came  in 
since  1920;  the  Chileans  since  '20  and  the  Rhodesians  since  '30.  They 
are  all  on  the  low  side  of  the  average  cost? 

Mr.  Kelley.  Yes,  although  it  varies  between  one  and  the  other. 

Mr.  ScoLL.  Which  domestic  United  States  proaucers  were  most 
affected  in  foreign  markets  by  the  increase  in  low-cost  competition  we 
have  been  referring  to? 

Mr.  Kelley.  The  higher  cost  producers,  unquestionably. 

Mr.  Scoll.  Would  you  care  to  name  any  of  them? 

Mr.  Kelley.  No.  I  would  not  care  to  because  I  don't  know. 
I  could  estimate. 

Mr.  Scoll.  What  happened  to  their  share  of  the  export  market? 

Mr.  Kelley.  Where? 

Mr.  Scoll.  My  point  is  when  did  the  coming  in  of  the  low-cost 
producers  cause  some  of  the  American  producers  to  lose  out  in  th6 
export  trade? 

Mr.  Kelley.  Unquestionably  it  was  the  tremendous  increase  in 
foreign  production  which  could  be  made  at  a  cheaper  cost  than  the 
average  of  American  production,  plus  the  tariff. 

Mr.  Scoll.  We  are  getting  a  little  ahead  of  ourselves  on  the  tariff. 
We  are  still  at  1930. 

Mr.  Kelley.  Oh. 
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Mr.  ScoLL.  I  want  to  ask  you  one  question.  In  your  opinion,  did 
the  18  cent  price  have  anything  to  do  with  the  African  mines  coming 
into  production  sooner? 

Mr.  Kelley.  It  did  not  because  the  plans  for  the  development 
and  finance  of  the  African  mines  had  been  fully  completed  although 
the  work  itself  had  not  been  completed  prior  to  the  18  cent  price. 
That  is  my  recollection. 

Mr.  ScoLL.  Let's  go  back  a  little  further. 

Mr.  Pike.  Possibly  I  can  help  on  that  particular  point.  I  was 
working  on  the  Africans  at  the  time.  Plans  had  been  completed 
and  part  of  the  financing  done  at  that  time — not  the  final  financing. 
Plans  for  the  Mufulira  had  been  made  but  were  delayed.  It  was  2 
or  3  years— I  will  put  it  this  way,  they  were  delayed  by  the  break 
after  the  18  cent  price,  but  they  were  not  far  enough  along  to  be 
affected  either  way.  In  the  case  of  the  N'Kana  the  plans  had  been 
made  and  I  don't  think  there  was  any  change.  They  were  done  by 
a  British  group  and  it  took  them  about  2  years  longer,  possibly,  to 
get  into  production  than  the  comparable  mines  that  were  being 
developed  by  the  Americans.  The  N'Changa  was  stopped  at  the 
break  and  never  has  gone  into  production  as  yet. 

Mr.  Kelley.  Because  of  physical  conditions  there. 

Mr.  ScoLL.  The  prices  of  copper  after  the  formation  of  Copper 
Exporters  until  the  break  in  the  18  cent  price  must  have  stimulated 
exploration  and  development  of  mines  in  Africa  and  elsewhere,  did 
they  not? 

Mr.  Kelley.  These  great  mines  in  Africa  had  been  prospected. for, 
wer'e  known,  and  were  of  such  a  grade  of  ore  that  under  all  of  the 
circumstances  that  had  ever  applied  in  the  industry,  they  would  have 
been  developed  at  an  average  price  for  copper. 

Let  me  put  it  that  way.  The  18-cent  price  which  lasted  approxi- 
mately a  year  was  reached  after — as  Mr.  Pike  suggests — long  after 
the  discovery  of  the  ore  bodies  when  the  plans  were  under  way  and 
had  nothing  to  do  with  the  price. 

Mr.  Pike.  It  may  be  interesting  there  that  the  Roan,  which  after- 
ward became  the  Roan  Antelope  was  patented  in  1902.  Those 
bodies  were  aU  known  in  the  first  half  of  the  first  decade  of  the  century 
and  they  were  not  developed  because  the  Bwana,  which  looked  like 
the  best  one  of  them,  turned  out  to  be  a  very  bad  mine. 

Mr.  Kelley.  It  turned  out  in  the  20's  to  be  no  good. 

Mr.  O'Connell.  It  would  be  reasonable  to  assume,  would  it  not, 
that  the  rising  price  structure  and  the  more  favorable  position  of  the 
industry  in  the  period  between  1926  and  1930  plus  the  stability  of 
price  during  that  year — beginning  early  in  1929 — would  have  stimu- 
lated the  development  of  properties  already  known  to  exist? 

Mr.  Kelley.  Right,  but  I  understood  counsel  to  fix  it  to  the  18- 
cent  price. 

Mr.  Scoll.  I  was  making  a  question  of  my  own. 

Mr.  Kelley.  You  are  right. 

Mr.  Scoll.  Some  of  these  producers  were  brought  in  to  Copper 
Exporters,  Inc.,  I  believe.  Roan  Antelope  joined  in  1932,  did  they 
not? 

Mr.  Kelley.  In  the  Copper  Exporters? 

Mr.  Scoll.  Copper  Exporters,  Inc. 
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Mr.  Kelley.  Really,  I  don't  know. 

Mr.  ScoLL.  It  isn't  important;  I  believe  that  is  right; 

The  Chairman.  It  is  a  fact,  isn't  it?  Did  I  understand  your  assist- 
ant to  say  that? 

Mr.  Kelley.  Yes.     I  had  forgotten. 

Mr.  ScoLL.  Were  any  concessions  made  to  get  them  into  Copper 
Exporters  Inc.,  or  did  they  come  in  on  the  same  basis  as  everybody 
else? 

Mr.  Kelley.  If  you  will  ask  me  just  what  you  have  in  mind  I  can 
answer. 

Mr.  ScoLL.  I  mean  in  the  matter  of  preference  as  to  sales  allocations. 

Mr.  Kelley.  Not  that  I  recall. 

Mr.  ScoLL.  Were  there  any  concessions  of  any  kind? 

Mr.  Kelley.  Not  that  I  recall. 

PRODUCTION  curtailments,  1930-1932 

Mr.  ScoLL.  Now  will  you  turn  back  to  "Exhibit  No.  2100,"  the 
World  Summary  of  Copper?  *  That  shows,  does  it  not,  that  the 
accumulation  of  stock,  copper  above  the  ground,  was  fairly  close  to 
United  States  production  for  the  whole  year,  does  it  not? 

Mr.  Kelley.  When  are  you  inquiring? 

Mr.  SdOLL.  I  am  inquiring  about  1930. 

Mr.  Kelley.  In  1930? 

Mr.  ScoLL.  I  can  give  you  the  figures.  In  1929  the  production  was 
1,026,000  short  tons;  stocks  at  the  end  of  the  year  were  403,000  short 
tons.  In- other  words,  40  percent  of  production.  In  1930  production 
had  dropped  to  711,000  short  tons;  stocks  on  hand  at  the  end  of  the 
year  were  533,000  short  tons.  In  other  words,  75  percent  of  produc- 
tion.    I  am  referring,  of  course,  to  the  United  States  only. 

Mr,  Kelley.  Go  ahead.     Those  figures  I  have  no  doubt  are  correct. 

Mr.  ScoLL.  At  that  current  rate  of  demand,  533,000  tons  would  have 
lasted  quite  a  long  while,  wouldn't  it? 

Mr.  Kelley.  The  stocks? 

Mr.  ScoLL.  Yes. 

Mr.  Kelley.  Yes;  you  have  given  the  figures. 

Mr.  Scoll.  So  that  that  was  really  the  background,  was  it  not, 
for  the  discussions  of  curtailment  that  took  place  in  the  Copper 
Institute  in  November  1930? 

Mr.  Kelley.  Right,  except  this,  the  Copper  Institute  was  the 
only  organization  in  the  industry,  and  the  first  meeting  that  was  held 
was  called  under  its  auspices,  but  inasmuch  as  the  question  of  pro- 
duction was  foreign  to  its  purpose — if  I  remember,  I  think  we  simply 
recited  something  and  then  adjourned.  Then  we  met  informally  as 
copper  producers  rather  than  members  of  the  Institute. 

The  Chairman.  When  you  took  a  recess  you  changed  your  func- 
tion? 

Mr.  Kelley.  No,  we  canvassed  the  situation.  Senator.  A  number 
at  least  of  the  important  people  did  not  attend  the  meeting  of  the 
Institute,  and  we  informally  said,  "we  will  meet  uptown  at  a  different 
date  entirely."  I  merely  say  that  because  we  did  want  to  keep  the 
Copper  Institute  clean  as  a  statistical  organization. 

i  Appendix,  p.  13304. 


CONCENTRATION  OF  ECONOMIC  POWER       13207 

The  Chaipman.  You  wanted  to  keep  it  clear  of  any  involvement 
in  any  discussion  among  the  producers  of  the  problem  of  curtailment? 

Mr.  Kelley.  Right. 

The  Chairman.  But  the  same  persons  whb  discussed  curtailment 
as  producers  were  also  members  of  the  Institute? 

Mr.  Kelley.  Practically  the  same,  except  that  we  have  foreign 
people  in  the  Institute,  too. 

The  Chairman.  Here  again  we  have  the  same  situation  as  was 
revealed  in  the  export  trade. 

Mr.  Kelley.  It  is  the  same  crowd. 

Mr.  Scoll.  I  have  here  a  summary  in  the  form  of  a  report  of  the 
investigator  of  the  Department  of  Justice  on  those  meetings  which 
Mr.  Kelley  and  his  counsel  has  received,  and  I  think  it  would  save 
a  lot  of  time  if  I  could  just  insert  this  into  the  record,  (and  of  course 
substitute  a  certified  copy  for  it  later),  rather  than  go  into  a  discussion 
of  those  meetings. 

The  Chairman.  That  may  be,  but  let  me  insert  in  the  record  before 
the  interruption  my  comment  upon  the  condition  just  described  by 
Mr.  Kelley,  where  he  said  it  was  the  same  crowd.  The  same  actors 
in  different  costumes. 

Mr.  Kelley.  Perhaps  that  is.  a  good  way  to  put  it. 

The  Chairman.  The  exhibit  may  be  received. 

Mr.  Scoll.  I  will  offer,  then,  as  the  next  exhibit,  a  report  of  an 
investigator,  W.  C.  Gorsuch,  dated  November  18,  1930,  and  I  ask 
the  privilege  of  withdrawing  it  and  substituting  a  certified  copy  at  a 
later  date. 

(The  report  referred  to  was  marked  "Exhibit  No.  2138"  and  is 
included  in  the  appendix  on  p.  13467.) 

Mr.  Scoll.  There  were  some  discussions,  were  there  not,  concern- 
ing the  legality  of  any  general  curtailment  by  the  industiy? 

Mr.  Kelley.  Yes;  there  were. 

Mr.  Scoll.  And  I  believe  the  Department  of  Justice  inquired  into 
it? 

Mr.  Kelley.  It  did. 

Mr.  Scoll.  Investigated  and  asked  questions? 

Mr.  Kelley.  It  did. 

Mr.  Scoll.  And  pursuant  to  those  inquiries  the  Copper  Institute, 
or  shall  I  say  under  the  imprint  of  the  Copper  Institute 

Mr.  Kelley.  All  right. 

Mr.  Scoll.  A  memorandum  was  prepared  dated  January  9,  en- 
closing copies  of  minutes  of  the  Copper  Institute  meetings  of  Novem- 
ber 3,  1930,  and  January  5,  1931,  covering  the  whole  situation,  telling 
who  was  there,  and  what  generally  took  place.  I  believe  you  are 
familiar  with  that? 

Mr.  Kelley.  I  am  familiar,  but  I  would  like  this  comment,  if  I 
may  be  permitted  to  have  it  appear  in  the  record.  If  you  will  look 
at  the  chart  ^  showing  the  stocks  of  production  and  consumption  of 
copper  during  the  period  you  wiU  see  the  perfectly  extraordinary 
increase  that  had  occurred  in  stocks,  the  over-production  that  had 
continued  in  the  face  of  a  diminishing  demand.  The  stock  that  we 
referred  to  this  afternoon  as  612,000,000  pounds  grew  to  a  maximum 
of  1,412,000,000  pounds. 

The  Chairman.  In  what  month  was  that? 

1  "Exhibit  No.  ai31-C",  appendix,  fadng  p.  13466. 
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Mr.  Kblley.  That  was  later. 

The  Chaikman.  The  first  one  was  in  October  1928,  and  this  one? 

Mr.  Kblley.  October  1931. 

The  Chairman.  In  October  1931  the  stocks  had  increased  to 
1,00?  000,000  what? 

Mr.  Kelley.  1,412,000,000  pounds. 

Mr.  O'Connell.  Have  you  a  figure  showing  the  stocks  as  they 
existed  at  about  the  time  these  meetings  were  taking  place?  That 
was  in  the  latter  part  of  1930? 

Mr.  Kelley.  In  the  latter  part  of  1930,  the  stocks  had  increased 
to  a  total  of  1,230,000,000  pounds;  the  refined  stock  alone  was 
757,000,000  pounds.  On  the  other  hand  the  deliveries  had  dropped  to 
around  280  to  290  million  pounds.  So  it  was  apparent  that  something 
had  to  be  done  about  the  situation. 

The  Chairman.  Too  much  copper? 

Mr.  Kelley.  Too  much  copper;  too  little  business;  a  disordered 
world  and  a  crumbling  price. 

Mr.  O'Connell.  Too  much  competition? 

Mr.  Kelley.  Too  much  production  and  too  much  competition, 
maybe.  At  any  rate,  the  industry  was  facing  a  crisis,  and  we  held 
these  meetings.  We  kept  minutes  of  the  proceedings;  in  the  resolu- 
tions we  recited  the  facts;  in  addition  to  our  own  counsel  for  the 
respective  companies  we  had  Colonel  Donovan,  who  was  employed  by 
the  industry — by  the  association  or  the  group.  We  were  advised  that 
under  those  circumstances  when  an  emergency  existed,  that  the 
purpose  of  a  curtailment  program  was  not  to  fix  or  increase  the  price 
but  to  save  an  industry  from  insolvency. 

Under  those  conditions  and  within  those  limitations  there  was 
nothing  in  the  law  that  compelled  us  to  go  on  producing  until  bank- 
ruptcy resulted.  The  complete  file  was  taken  by  the  Colonel  and,  I 
believe,  presented  to  the  Government — the  Federal  Trade  Com- 
mission— for  an  investigation ;  every  fact  in  detail  was  given  to  it  and 
to  the  Department  of  Justice,  and  that  curtailment  was  not  sufficient, 
so  that  subsequently  in  1931,  I  think,  and  finally  1932,  we  held  more 
successive  curtailments  until  the  industry  was  down  practically"l3n 
its  back. 

The  Chairman.  Curtailment  of  production? 

Mr.  Kelley.  Right. 

The  Chairman.  You  were  setting  the  example  for  the  A.  A.  A.,  in 
other  words? 

Mr.  Kelley.  We  hadn't  had  the  benefit,  I  think,  of  that  example  at 
that  time.     That  was  prior  to  1933. 

Mr.  Scoll.  May  I  introduce  at  this  time  the  minutes  of  meetings  of 
Copper  Institute,  November  3  and  January  5,  1931? 

The  Chairman.  Have  the  minutes  been  identified?  Are  these  the 
minutes,  Mr.  Kelley? 

Mr.  Scoll.  These  are  copies  from  the  files. 

Mr.  Wolff.  They  are. 

The  Chairman.  They  may  be  admitted. 

(The  ininutes  referred  to  were  marked  "Exhibit  No.  2139"  and  are 
included  in  the  anpendix  on  p.  13473.) 

Mr.  O'Conne*.  j.  May  I  ask  whether  you  obtained  a  formal  opinion 
from  your  counsel? 
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Mr.  ScoLL.  I  was  just  getting  to  that.  May  I  offer  also  at  this 
time  a  press  release  dated  November  14,  1930?  First  of  all  I  would 
like  to  show  it  to  Mr.  Kelley  and  ask  him  if  he  recalls  the  press  release 
that  was  issued  in  connection  with  the  1930  curtailment? 

Mr.  Kelley.  Yes,  that  is  right. 

The  Chairman.  The  exhibit  may  be  received 

(The  press  release  was  marked  "Exhibit  No.  2140"  and  is  included 
in  the  appendix  on  p.  13478.) 

Mr.  ScoLL.  Mr.  O'Connell  asked  you  whether  you  had  obtained 
opinion  of  counsel  in  connection  with  this.  You  did  obtain  such 
opinion,  didn't  you? 

Mr.  Kelley.  We  did  obtain  a  considered  written  opinion  of  counsel. 
That  is  embodied  in  the  minutes  of  the  meeting  as  part  of  the  record 
and  exhibited  to  the  proper  governmental  authorities.  Now  you 
asked  me  also,  did  we  receive  advice  from  the  Government? 

Mr.  O'Connell.  That  wasn't  my  last  question.  I  take  it  the 
opinion  is  generally  to  the  effect  that  what  you  proposed  to  do  could  be 
done  within  the  framework  of  the  law? 

Mr.  Kelley.  Right,  under  the  emergency  conditions  that  prevailfirl. 

Mr.  Scoiji.  I  was  going  to  introduce  the  full  opinion  in  the  record, 
but  I  think  it  would  be  well  to  quote  a  short  part  at  this  point.  The 
opinion  is  the  opinion  of  William  J.  Donovan,  dated  November  13, 
1930,  entitled  "Opinion  in  re  Legahty  of  Reduction  in  the  Production 
of  Copper"  [reading  from  "Exhibit  No.  2141"]: 

A  final  meeting  was  beld  on  Nqvember  13,  1930.  The  opinion  was  then  gen- 
erally expressed  that  in  order  to  safeguard  the  industry  and  to  insure  the  protec- 
tion of  its  employees,  it  was  essential  to  recognize  the  danger  resulting  from  over- 
production and  that  this  danger  could  be  met  only  by  each  producer's  making  such 
reduction  as  he  felt  the  interest  of  his  stockholders,  his  employees,  and  his  situa- 
tion would  permit  him  to  make.  It  was  pointed  out  that  curtailment  was  inevit- 
able because  unless  the  present  situation  was  corrected,  such  curtailment  would 
come  by  the  shutting  down  of  plants  during  the  period  of  subnormal  demand  or 
by  the  closing  of  plants  due  to  insolvency.  It  was  stated  that  rather  than  have 
curtailment  come  by  this  disorderly  method,  it  was  advisa-ile  that  it  shotdd  come 
by  the  intelligent  and  prudent  action  of  each  individual  prt^ducer.  Each  of  the 
representatives  of  the  various  copper  companies  represented  at  the  meeting  stated 
its  current  production  of  copper  and  what  decrease,  if  any,  thev  expected  to  make 
in  that  production.  *  *  *  Xhe  amount  of  reducMon  vvhich  the  various 
producers  of  copper  stated  they  expected  to  make  totaled  in  the  aggregate 
approximately  23,000  tons  per  month.  Of  this  total  the  companies  producing 
copper  outside  the  United  States  indiqated  that  they  expected  to  reduce  their  out- 
put approximately  13,991  tons  per  month.  Those  in  the  United  States  stated 
that  they  intended  reducing  their  production  6,075  tons  per  month,  and 
those  companies  operating  both  within  and  without  the  United  States  approxi- 
mately 3,500  tons  per  month. 

The  last  two  referred  to  I  believe  were  Kennecott  and  Anaconda, 
the  two  United  States  producers  producing  outside  the  United  States? 
Mr.  Kelley.  Yes. 
Mr.  ScoLL  (reading  further) : 

It  is  estimated  that  if  each  producer  curtails  ^is  output  as  indicated,  the  pro- 
duction of  copper  will  b.e  approximately  equal  to  the  present  demand  for  copper. 

There  was  no  common*  date  fixed  for  the  beginning  of  this  curtailment  and  no 
formal  agreement  written  or  oral  as  to  the  amount  or  the  period  of  curtailment. 
There  was  no  promise  by  or  obligation  upon  any  producer  that  would  prevent 
his  taking  any  action  which  he  might  see  fit  to  take  at  any  time.  There  was  no 
penalty  or  criticism  for  the  failure  of  a  producer  to  decrease  his  production 
although  it  was  felt  that  the  recognition  of  the  problems  facing  the  industry  and 
the  sense  of  responsibility  on  the  part  of  the  individual  producer  would  guide  him 
Jin  carrying  out  his  stated  reduction  if  the  period  of  subnormal  demand  for  copper 
'continued  and  in  increasing  his  production  when  conditions  warranted  it. 
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I  offer  this  opinion  now  for  the  record. 

The. Chairman.  It  may  be  received. 

(The  opinion  referred  to  was  marked  "Exhibit  No.  2141"  and  is 
included  m  the  appendix  on  p.  13479.) 

Mr.  ScoLL.  As  a  result  of  that  meeting  and  the  arrangement  that 
was  undertaken,  each  producer  was  allotted  a  share  of  the  general 
curtailment,  is  that  correct?  That  is,  each  producer  was  called  upon 
to  decrease  his  production  by  a  certain  percentage? 

Mr.  Kellet.  That  is  not  quite  in  accord  with  my  recollection. 
My  recollection  is  that  each  producer,  knowing  his  current  produc- 
tion, knowing  the  amount  of  the  "kitty"  that  was  required,  knowing 
what  he  ought  to  do  and  probably  what  he  did  do,  would  put  down 
on  a  piece  of  paper  the  tonnage  he  would  reduce  and  Mr.  Eckert 
passed  the  hat  and  collected  it  and  told  us  the  aggregate.  Is  that 
right? 

Mr.  ScoLL.  That  is  aU  right. 

The  Chairman.  In  other  words,  there  wasn't  an  agreement  but  you 
came  to  a  common  understanding? 

Mr.  Kelley.  It  was  an  informal  understanding. 

The  Chairman.  As  a  practical  situation  you  wanted  to  curtail 
production  and  at  the  same  time  you  didn't  want  to  be  put  in  the 
position  of  violating  the  law,  so  that  there  was  no  written  agreement 
and  there  was  no  actual  oral  agreement,  as  we  put  it,  but  you  reached 
the  objective  just  the  same? 

Mr.  Kelley.  That  is  correct. 

The  Chairman.  Because  you  felt  it  was  necessary  to  do  that  in  order 
to  preserve  the  industry? 

Mr.  Kelley.  Absolutely. 

Mr.  O'Connell.  This  legal  opinion — as  I  read  this  one  paragraph — 
would  indicate  that  the  writer  of  the  opinion  assumed  a  legal  agree- 
ment existed,  but  came  to  the  conclusion  that  under  all  the  circum- 
stances it  did  not  constitute  a  combination  in  restraint  of  trade. 

Mr.  Kelley.  A  question  of  whether  or  not  there  was  an  agree- 
ment? The  Senator  has  really  stated.  Yes  and  no — there  was  an 
understanding,  and  as  far  as  I  was  concerned,  I  felt  boimd. 

The  Chairman.  And  here  there  were  certain  producers  in  foreign 
cpuntries  who  had  to  curtail  a  certain  amount,  if  all  were  to  bear  the 
burden  equitably,  and  th«Q  there  were  producers  in  the  United  States 
who  had  to  bear  a  certain  share  of  the  curtaUment  if  it  was  to  be 
equitable,  and  then  there  were  other  producers  operating  both  in  the 
United  States  and  in  foreign  countries  under  a  like  burden,  and  all 
three  classes  operated  together,  the  curtailment  was  made,  and 
everybody  was  satisfied. 

Mr.  Kelley.  It  was  the  best  that  could  be  done  under  the  circum- 
stances, we  felt. 

Mr.  ScoLL.  Was  any  arrangement  made  to  hold  the  adherence  of 
each  producer  to  his  quota? 

Mr.  Kelley.  None;  one  thing  should  be  added — that  at  the  time 
that  occurred  the  price  of  copper  was  at  the  lowest  point  on  record. 
I  think  it  got  down  to  5  cents  a  pound. 

Mr.  ScoLL.  Following  the  1930  reduction,  I  believe  you  already 
mentioned  the  fact  that  the  situation  got  worse  instead  of  better, 
from  '30  on? 

Mr.  Kelley.  Yes. 
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Mr.  ScoLL.  So  that  by  the  end  of  1931  the  producers  were  again 
considering  a  further  curtailment? 

Mr.  Kelley.  That  is  right. 

Mr.  ScoLL.  And  I  hand  you  now  a  press  release  dated  December 
21,  1931.  That  is  a  press  release  which  announced  the  reduction  to 
2Q%  percent  of  estimated  capacity  by  the  producers? 

Mr.  Kelley.  That  is  right. 

Mr.  ScoLL.  Is  that  the  release  that  you  agreed  on? 

Mr.  Kelley.  I  think  it  is. 

Mr.  ScoLL.  May  I  offer  that  for  the  record? 

The  Chairman.  It  may  be  received, 

(The  press  release  referred  to  was  marked  "Exhibit  No.  2142"  and 
is  included  in  the  appendix  on  p.  13485.) 

Mr.  Kelley.  My  recollection  is  at  each  successive  step  we  filed  the 
minutes  of  the  meeting  immediately  with  the  Federal  Trade  Com- 
mission. 

Mr.  ScoLL.  And  all  the  producers  participated? 

Mr.  Kelley.  The  minutes  will  show. 

Mr.  ScoLL.  What  was  the  attitude  of  Katanga  toward  a  reduction 
in  1931? 

Mr.  Kelley.  In  '31,  Katanga,  I  think,  was  favorable  to  a  reduction. 
We  always  had  difficulty  with  Katanga  because  the  Belgium  Govern- 
ment owned  a  majority  of  the  shares  and  they  looked  upon  the  opera- 
tion in  the  Belgian  Congo  as  a  colonization  scheme.  They  were  more 
interested  in  the  whole  situation  out  there  than  they  were  in  the  price 
of  copper  or  the  production  of  copper. 

The  Chairman.  Were  there  any  other  producers  in  which  foreign 
governments  held  ownership? 

Mr.  Kelley.  I  know  of  none  in  which  they  hold  direct  participation. 

Mr.  ScoLL.  But  indirectly? 

Mr.  Kelley.  In  the  general  set-up  of  the  Rhodesian  situation  the 
chartered  company  has  some  sort  of  a  concession  from  the  Rhodesian 
Government  and  pays  a  leasehold  fee  and  so  forth,  to  it — not  an 
ownership. 

Mr.  ScoLL.  That  is  an  independent  arrangement.  I  would  like  to 
offer  at  this  time,  Senator,  a  report  of  an  investigation  by  W.  C.  Gor- 
such,  of  the  Department  of  Justice,  which  contains  a  general  summary 
of  the  discussions,  meetings,,  and  details  concerning  the  further  curtail- 
ment in  1931.  I  will  later  withdraw  it  and  substitute  a  certified  copy. 
The  date  is  November  17,  1931. 

The  Chairman.  It  may  be  received. 

(The  report  referred  to  was  marked  "Exhibit  No.  2143"  and  is 
included  in  the  appendix  on  p.  13|[86.j 

The  Chairman.  You  are  familiar  with  this  material? 

Mr.  Kelley.  Yes. 

Mr.  ScoLL.  I  offer  at  this  time  a  report  of  an  investigator,  Depart- 
ment of  Justice,  dated  December  18,  1931. 

The  Chairman.  It  may  be  received.     It  will  be  authenticated? 

Mr.  ScoLL.  A  substitute  certified  copy  will  be  filed. 

(The  report  referred  to  was  marked  "Exhibit  No.  2144"  and  is 
included  in  the  appendix  on  p.  13491.) 

Mr.  ScoLL.  Mr.  Kelley,  do  you  recall  at  any  time  during  these 
discussions  of  curtailment  whether  certain  American  producers  used 
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the  throat  of  tlie  tarili'  as  a  means  to  induce  the  foreigners  to  cooperate 
with  them? 

Mr.  Kelley.  No,  1  wouldn't  say  that  they  used  a  threat  of  a  tariff. 
They  were  perfectly  open  about  it;  that  is  certain  groups  felt  in  order 
to  protect  the  industry  of  the  United  States  from  this  great  flow  of 
cheap  copper  from  abroad  it  was  necessary  to  have  a  tariff,  and  they 
pursued  that  policy;  and,  as  you  know,  fmally  the  Senate  adopted  a 
resolution,  mstructed  the  TarM  Commission  to  make  an  investigation, 
and  it  was  made,  and  following  that  the  excise  tax  of  4  cents  a  pound 
was  passed. 

Mr.  O'CoNNELL.  Do  you  know  whether  the  Tariff  Commission 
recommended  a  4-cent  tariff? 

Mr.  Kelley.  The  Tariff  Commission,  according  to  my  recollec- 
tion— may  I  refer  to  it? 

Mr.  O'Connell.  Surely. 

Mr.  Kelley.  The  Tariff  Commission  foimd  the  difference  in  the 
cost  of  production  within  the  United  States  and  without,  and  my 
recollection  is  they  recommended  a  lesser  amount.  They  didn't 
make  a  recommendation  but  there  was  something  in  here.  I  am 
really  confused  between  this  and  the  debate  in  Congress. 

Mr.  O'Connell.  We  can  clear  it  up  maybe  tomorrow. 

Mr.  Scoll.  Was  the  passage  of  the  excise  tax  in  any  way  related 
to  the  failure  of  the  curtailment  programs? 

Mr.  Kelley.  No.     If  it  was  I  don't  see  the  correlation. 

The  Chairman.  Did  the  curtailment  program  fail? 

Mr.  Kelley.  No.  It  failed  to  the  extent.  Senator,  that — as  I  said 
this  afternoon — the  depression  kept  getting  deeper  and  wider  and 
broader  and  finally  we  got  down  to  where  we  were  selling  copper  :..r 
5  cents  a  pound,  and  then 

The  Chairman  (interposing).  But  production  had  been  cut  .     vn? 

Mr.  Kelley.  Yes;  production  was  cut  down. 

Mr.  Scoll.  Was  the  European  price  depressed  as  a  result  of  the 
excise  tax,  or  was  Copper  Exporters  able  to  hold  the  price  in  spite 
of  the  tax? 

Mr.  Kelley.  Oh,  no;  it  all  went  together. 

Mr.  Scoll.  You  recall,  do  you  not,  that  late  in  1932,  about  Novem- 
ber, a  final  meeting  was  held  by  world  producers  in  an  effort  t^  try 
to  meet  the  situation.  I  would  like  to  ask  you  what  was  discussed 
at  that  meeting — what  happened? 

Mr.  Kelley.  In  1932,  in  December,  the  situation  was  quite  chaotic, 
and  some  gentlemen  representing  copper  producers  without  the  United 
States  came  over  and  we  had  a  discussion.  At  that  time  the  Rho- 
desian  producers  had  not  completed  their  development  and  there  was 
a  difference  of  opinion  that  was  serious,  principally  between  those 
groups,  as  to  their  relative  positions,  and  also  as  to  their  relative 
positions  in  reference  to  Katanga.  The  result  was  there  was  no 
agreement  on  anything,  as  I  recall  it.  We  never  even  had  a  con- 
ference. We  didn't  get  as  far  as  that.  We  had  talks.  There  was 
no  use  calling  a  conference  unless  you  felt  something  could  be  done. 

Mr.  O'Connell.  You  could  have  a  conference  without  having  your 
expectations   reaHzed . 

Mr.  Kelley.  We  had  mdividual  talks. 

Mr.  Scoll.  Prior  to  the  November  meetings  m  1932,  International 
Nickel,  Cerro  de  Pasco,  and  Chile  Copper  Co.,  the  Anaconda  sub- 
sidiary, resigned  from  Copper  Exporters.     Is  that  correct? 
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Mr.  Kelley.  I  think  it  is. 

Mr.  ScoLL.  And  thereafter  Copper  Exporters  ceased  to  be  a  factor 
in  the  export  trade? 

Mr.  Kelley.  Right,  and  was  subsequently  dissolved,  as  I  recall  it. 

Mr.  ScoLL.  I  would  like  to  offer  at  this  time  two  clippings  covering 
the  meetings  at  the  end  of  November  and  the  break-up  of  Copper 
Exporters,  Inc.  The  first  clipping  is,  "Copper  War  Likely  as  Parley 
Cracks,"  from  the  JS^ew  York  Times,  December  9,  1932. 

The  Chairman.  It  will  be  received. 

(The  clipping  referred  to  was  marked  "Exhibit  No.  2145"  and  is 
included  in  the  appendix  on  p.  13495.) 

Mr.  ScoLL.  The  next  one  is  a  clipping  dated  July  11,  1932,  from  the 
New  York  Times,  "Three  big  units  quit  copper  export  body." 

The  Chairman.  It  may  be  received. 

(The  clipping  referred  to  was  marked  "Exhibit  No.  2146"  and  is 
included  in  the  appendix  on  p.  13496.) 

Mr.  ScoLL.  First  of  all,  before  we  leave  this  period  of  curtailment 
programs  from  1930  to  1932,  you  mentioned,  I  beheve,  that  the  De- 
partment of  Justice  investigated  you  on  these  various  programs.  As 
far  as  you  know,  no  action  was  ever  taken,  was  there? 

Mr.  Kelley.  No;  no  action  other  than  the  investigation. 

COPPER  and  the  LONDON  ECONOMIC  CONFERENCE,  1983 

Mr.  Scoll.  Did  you  participate  in  any  discussions  early  in  1933 
with  respect  to  having  copper  placed  on  the  agenda  of  the  London 
Economic  Conference? 

Mr,  Kelley.  I  knew  that  it  was  being  considered  and  I  discussed 
the  matter;  yes. 

Mr.  Scoll.  At  whose  suggestion  was  the  discussion  started? 

Mr.  Kelley.  I  really  don't  know.  I  had  nothing  more  to  do  with 
it  than  this.  I  can  tell  it  very  briefly.  I  came  over  here  and  met  Mr. 
Raymond  Moley  and  Mr.  Warburg  and  Dr.  Feis. 

Mr.  Scoll.  Who  arranged  the  conference? 

Mr.  Kelley.  My  recollection  is  that  Frank  Walker  did.  _We 
discussed  the  matfer  and  the  question  was  whether  or  not — I  might 
say  that  I  think  the  Administration  was  sympathetic  to  the  copper 
situation  at  the  time  and  manifested  a  deep  interest  in  it,  and  the 
question  was  whether  or  not  copper  should  be  placed  upon  the  official 
agenda  at  the-— then — coming  London  Economic  Conference. 

Mr.  Scoll.  Wliat  decisions  were  made  or  what  proposals  were 
considered,  do  you  recall? 

]VIr.  Kelley.  I  don't  know  personally  what  happened  to  it  after 
that.     We  discussed  the  matter. 

The  Chairman.  Did  it  get  on  the  agenda? 

Mr.  Scoll.  I  was  just  going  to  introduce  for  the  record  now  excerpts 
from  a  report  of  the  League  of  Nations,  Monetary  and  Economic 
Conference,  London,  1933.  May  I  read  a  brief  paragraph  from  it? 
On  page  27  of  the  report  occurs  this  paragraph  [reading  from  "Exhibit 
No.  2147"1: 

Copper:  Resolution  Adopted  by  the  Sub-Commission. 

This  was  a  subcpmmission  of  the  Monetary  and  Economic  Confer- 
ence held  in  London.     [Reading  furtherl : 

Tlie  delegation  of  the  United  States  of  America  calls  attention  to  the  desirability 
of  considering  plana  for  the  coordination  bv  international  agremeent  of  the  pro- 
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duction  and  marketing  of  copper,  which  was  included  among  the  products 
mentioned  in  the  proposal  made  by  the  French  delegation  on  June  19th  (document 
Conf.  M.  E./C.  E.  8).  In  order  to  provide  the  basis  for  the  future  discussion 
of  plans  for  the  coordination  of  production  and  marketing  of  copper,  further 
preliminary  studies  should  be  made.  Accordingly,  it  is  proposed  that  the 
Governments  of  the  copper  producing  countries  submit  to  the  Secretary-General 
of  the  Monetary  and  Economic  Conference,  before  September  15th,  1933,  their 
views  and  proposals  concerning  the  organization  of  the  production  of  copper  and 
of  the  international  trade  in  this  product,  with  a  view  to  the  summoning  of  a 
suitable  meeting  to  examine  whether  it  is  possible  and  expedient  to  conclude 
an  agreement. 

There  is"  a  further  note  in  this  document  on  page  46  which  I  will 
quote: 

The  Governments  of  the  copper  producing  countries  are  invited  to  submit 
before  September  15th,  to  the  Secretary-General  of  the  Conference,  their  views 
and  proposals  concerning  the  organization  of  the  production  and  international 
trade  in  copper  with  a  view  to  the  summoning  of  a  meeting  of  experts  qualified 
to  examine  if  it  is  possible  and  expedient  to  conclude  an  agreement. 

You  don't  happen  to  know  personally  what  happened  to  that, 
do  you? 

Mr.  Kelley.  No;  I  don't. 

Mr.  ScOLL.  I  would  like  to  offer  as  an  exhibit,  excerpts  from  the 
report  of  the  subcommittee  of  the  Monetary  and  Economic  Conference. 

The  Chairman.  It  may  be  received. 

(The  excerpts  referred  to  were  marked  "Exhibit  No.  2147"  and  are 
included  in  the  appendix  on  p.  1349G.) 

Mr.  ScoLL.  That  concludes  what  I  have,  Senator.  I  would  suggest 
that  we  put  into  the  record  a  communication  from  Mr.  Kelley 
dated  October  21,  1931,  to  the  Board. of  Review,  Federal  Trade 
Commission,  Washington,  D.  C 

Mr.  Wolff.  That  communication  is  from  Colonel  Donovan,  not 
from  Mr.  Kelley,  to  the  Board  of  Review. 

Mr.  Kelley.  It  wasn't  signed. 

Mr.  ScoLL.  It  was  at  Mr.  Kelley 's  request. 

The  Chairman.  Have  you  any  comment  on  that  to  make,  Mr. 
Kelley? 

Mr.  Kelley.  No. 

Mr.  Wolff.  I  think  it  should  be  accompanied  with  the  Colonel's 
memorandum  of  the  law. 

The  Chairman.  The  memorandum  may  be  received. 

(The  memorandum  referred  to  was  marked  "Exhibit  No.  2148"  and 
is  included  in  the  appendix  on  p.  13500.) 

The  Chairman.  Is  there  anything  else,  Mr.  Scoll? 

Mr.  Wolff.  Here  is  the  e:dubit  of  the  costs  found  by  the  Tariff 
Commission. 

Mr.  Scoll.  We  can  put  that  in  now. 

The  Chairman.  You  offer  it  at  the  request  of  Mr.  Kelley? 

Mr.  Scoll.  Yes. 

The  Chairman.  It  will  be  inserted  in  the  record. 

(The  table  referred  to  was  marked  "Exhibit  No.  2149"  and  is  in- 
cluded in  the  appendix  on  p.  13506.) 

The  Chairman.  It  is  quite  evident,  Mr.  KeUey,  that  we  have  been 
dealing  and  you  have  particularly  been  dealing  with  a  world  problem 
in  the  production  and  distribution  of  copper,  the  production  and  dis- 
tribution in  aU  cases  being  carried  on  by  large  organizations.     The 

I  Previously  entered  as  "Exhibit  No.  2132,"  appendix,  p.  13456. 
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trade  is  one  which  overflows  all  geographical  boundaries  and  involves 
the  activity  not  only  of  individuals,  but  more  importantly  of  corpora- 
tions and  sometimes  of  governments.     Is  that  not  correct? 

Mr.  Kelley.  That  is  correct. 

The  Chairman.  And  of  course  the  interrelation  of  these  various 
entities  with  one  another  and  the  eflFect  of  that  interrelation  upon  the 
inhabitants  of  the  various  countries  and  particularly  of  the  employees 
is  one  of  very  great  moment. 

Mr.  Kelley.  Very. 

The  Chairman.  Do  you  have  any  comment  to  make  now?  We 
have  kept  you  here  for  a  long  time.  Is  there  anything  further  that 
you  would  like  to  add?  . 

Mr.  Kelley.  I  wonder  if  you  would  have  the  patience  to  let  me 
comment  for  just  a  moment  in  summation?  I  don't  know  why  it  is 
that  the  copper  industry,  should  excite  as  much  curiosity  as  it  does, 
nor  why  its  problems  should  be  commented  upon  as  much  as  they  are. 
Volumes  have  been  written  and  treatises — almost — have  been  for- 
mulated upon  the  fact  that  copper  maintamed  a  price  of  18  cents  for 
a  year.  There  is  nothing  unusual  about  it.  I  have  stated  frankly 
to  the  committee  that  for  a  period  that  price  was  a  fictitious  price 
and  the  reason  why  we  endeavored  to  hold  it  in  a  cooperative  effort. 
I  would  like  to  call  attention  to  the  fact  that  according  to  the  United 
States  Bureau  of  Labor  Statistics,  sulfur,  nickel,  aluminum,  quick- 
silver, oil,  crude  petroleum,  fuel  oil,  iron  ore  Bessemer,  pig  iron,  pipe, 
cast-iron  pipe,  steel  rails,  and  an  infinite  number  of  commodities  held 
the  same  price  that  prevailed  in  April  1929,  or  advanced  above  that 
level,  and  that  it  was  not  a  situation  that  was  confined  to  copper  alone, 
and  I  think  as  a  matter  of  information  we  should  offer  that  for  the 
record. 

The  Chairman.  They  may  be  received. 

(The  documents  referred  to  were  marked  "Exhibit  No.  2150"  and 
are  included  in  the  appendix  on  p.  13506.) 

The  Chairman.  Of  course,  the  interest  may  be  due  to  some  extent 
to  the  fact  that  a  great  many  people  use  copper,  that  a  great  many 
manufacturers  use  it,  and  it  may  also  be  due  to  the  fact  that  a  great 
many  people  own  copper  stocks.  I  thinlc  most  people  have  very  lively 
recollection  of  some  active  campaigns  that  were  undertaken  before 
the  crash  of  1929  to  distribute  the  stocks  of  various  copper  companies 
among  the  people. 

Mr.  Kelley.  There  is  no  doubt  about  that. 

The  Chairman.  How  many  stockholders  are  there,  for  example, 
in  the  Anaconda  Corporation? 

Mr.  Kelley.  About  112,000. 

The  Chairman.  How  many  of  those  own  less  than  100  shares  each? 

Mr.  Kelley.  That  I  couldn't  say;  but  I  would  be  glad  to  furnish 
a  list. 

The  Chairman.  What  would  you  think? 

Mr.  Kelley.  I  would  say  the  great  majority. 

The  Chairman.  The  great  majority  own  less  than  100  shares? 

Mr.  Kelley.  Oh  yes;  undoubtedly. 

The  Chairman.  How  about  the  subsidiaries? 

Mr.  Kelley.  The  subsidiaries  are  owned  by  the  company. 

The  Chairman.  How  many  subsidiaries  does  Anaconda  have? 

Mr.  Kelley.  About  30. 
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The  Chairman.  Where  are  fchey  mcorporated? 

Mr.  Kelley.  In  various  States. 

The  Chairman.  P'oreign  nations? 

Mr.  Kelley.  Some. 

The  Chairman.  How  many  foreign  corporations? 

Mr.  Kelley.  Only  one  that  I  can  remember. 

The  Chairman.  What  is  that? 

Mr.  Kelley.  The  Cananea  ConsoHdated  Copper  Co.,  S.  A.,  of 
Mexico. 

The  Chairman.  Doesn't  that  indicate  why  there  would  be  a  good 
deal  of  interest  in  copper? 

Mr.  Kelley.  Oh  yes;  but  I  think  the  interest  is  perfectly  natural, 
but  what  I  tried  to  point  out  is  that  we  were  not  alone  as  a  com- 
modity that  maintained  a  price  level  over  that  period. 

The  Chairman.  Do  you  think  that  it  would  be  reasonable  to  say 
that  there  was  a  greater  degree  of  concentration  in  the  ownership  of 
copper  deposits  than  in  the  ownership  of  deposits  of  zinc,  for  example? 

Mr.  Kelley.  Yes;  I  think  there  is. 

The  Chairman.  There  is  a  greater  degree  of  concentration? 

Mr.  Kelley.  Yes. 

The  Chairman.  That  also  might  be  an  explanation  of  the  greater 
interest. 

Mr.  Kelley.  It  might  be.  You  referred  to  one  other  thing. 
Senator,  that  I  think  might  be  helpful,  just  as  a  matter  of  information. 
We  have  prepared  a  compendium  regarding  the  uses  of  copper,  where 
it  goes,  how  much  of  the  cost  of  structure  is  represented  by  copper  in 
various  types  of  buildings  and  transmission  hnes  and  things  of  that 
kind,  and  I  don't  know  whether  it  should  be  introduced  in  the  record 
or  should  be  filed. 

The  Chairman.  That  is  a  rather  formidable  looking  document. 
I  would  be  very  glad  to  have  it  filed,  but  perhaps  not  made  a  part  Of 
the  record. 

Mr.  Kelley.  I  think  I  would  hke  to  have  it  filed  for  record. 

The  Chairman.  If  you  have  any  charts  that  would  indicate  in  a 
brief  way  the  use  of  copper,  we  woiild  be  very  glad  to  have  them  in. 

Mr.  Kelley.  I  think  it  is  all  contained  in  there. 

The  Chairman.  Or  if  you  oare  to  have  a  summary  of  this  prepared 
to  be  printed  in  the  record. 

Mr.  Kelley.  It  is  not  as  formidable  as  it  looks.  It  gives  various 
illustrations  of  how  much  copper  costs  in  a  modern  six-room  house 
and  a  typical  farm  building  with  outbuildings — the  Government  is 
interested  in  that — in  transmission  lines,  rural  and  urban  distributing 
lines,  the  telephone  industry,  and  in  household  appliances.  It  shows 
what  an  infinitesimal  amount  of  the  cost  of  construction  is  applicable 
to  the  quantity  of  copper  used.     That  is  the  purpose. 

The  Chairman.  The  committee  will  be  very  glad  indeed  to  have  it 
available,  Mr.  Kelley.     Is  there  any  other  comment  you  care  to  make? 

Mr.  Kelley.  None. 

The  Chairman.  Let  me  on  behalf  of  the  committee  thank  you  for 
your  great  patience  and  the  very  great  frankness  with  which  you  have 
discussed  the  matters  which  have  come  before  us.  We  are  all  indebted 
to  you  and  your  testimony  will  be  very  helpful. 
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(The  documents  referred  to  were  marked  "Exhibit  No.  2150-A  and 
are  included  in  the  appendix  on  pp.  13508-13509  and  facing  p.  13509.) 

Mr.  Kelley.  Thank  you,  Senator.  May  I  express  my  apprecia- 
tion of  the  courtesy  of  yourself,  your  colleagues  on  the  committee,  and 
of  counsel  and  his  assistants. 

The  Chairman.  The  committee  will  stand  in  recess  until  10:30 
tomorrow  morning. 

(Whereupon  at  5:50  p.  m.  the  committee  recessed  until  10:30 
Thursday  morning.) 
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:   THURSDAY,  JANUARY   18,   1940 

United  States  1:5enate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C. 

The  committee  met  at  10:45  a,  m.,  pursuant  to  adjournment  on 
Wednesday,  January  17,  1940,  in  the  Caucus  Room,  Senate  Office 
Building,  the  chairman,  Senator  Joseph  C.  O'Mahoney,  presiding. 

Present:  Senators  O'Mahoney  (chairman)  and  King;  Representa- 
tive Williams;  Messrs.  Pike,  0'Connell,Lubin,  and  Brackett. 

Present  also:  Joseph  E.  Sheehy  and  Ellen  L.  Love,  Federal  Trade 
Commission;  W.  A.  Janssen,  Department  of  Commerce;  Theodore 
J.  Kreps,  economic  advisor;  Samuel  Moment,  economic  analyst;  and 
David  E.  Scoll,  counsel  to  the  committee. 

The  Chairman.  The  committee  will  please  come  to  order. 

Are  you  ready  to  proceed,  Mr.  Scoll? 

Mr.  Scoll.  Yes;  I  am.  Senator.  Before  we  proceed  with  the 
next  witness,  I  have  here  two  charts  that  were  prepared  by  officers 
of  Copper  Exporters,  Inc.:  One  shows  a  comparison  of  domestic 
prices  and  foreign  prices  of  the  Copper  Export  Association,  1919  to 
1924. 

The  Chairman.  It  may  be  received. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2151"  and  appears 
in  the  appendix  facing  p.  13510.  The  statistical  data  on  which  this 
chart  is  based  are  included  in  the  appendix  on  p.  13510.) 

Mr.  Scoll.  The  next,  chart  shows  the  export  prices  of  Copper 
Exporters,  Inc.,  and  domestic  price,-  deUvered  Connecticut  Valley, 
1926  to  1931.  I  should  like  to  be  permitted  to  withdraw  these  charts 
for  the  purpose  of  substituting  copies  of  more  convenient  size  for  the 
record. 

The  Chairman.  That  will  be  satisfactory. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2152"  and  appears 
in  the  appendix  facing  p.  13518.  The  statistical  data  on  which  this 
chart  is  based  are  included  in  the  appendix  on  p.  13518.) 

Mr.  Scoll.  Our  witness  today  is  Mr.  E.  T.  Stannard. 

The  Chairman.  Do  you  solemnly  swear  that  the  testimony  you 
are  about  to  give  in  this  proceeding  shall  be  the  truth,  the  whole 
truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Stannaiid.  I  do. 

TESTIMONY  OF  E.  T.  STANNARD,  PRESIDENT,  KENNECOTT  COPPER 
CORPORATION,  NEW  YORK,  N.  Y. 

Mr.  Scoll.  Will  you  tell  the  reporter  your  name? 

Mr.  Stannard.  E.  T.  Stannard. 

Mr.  ScoLL.  And  what  is  your  occupation? 

124491 — 41— jpt.  25 13  >  13219 
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Mr.  Stannard.  I  am  president  of  Kennecott  Copper  Corporation. 

Mr.  ScoLL.  How  long  have  you  been  in  the  copper  business? 

Mr.  Stannard.  Since  1911,  29  years. 

Mr.  ScoLL.  Most  of  that  time  with  Kennecott? 

Mr.  Stannard.  All  of  that  time  with  Kennecott. 

Mr.  ScoLL.  Will  you  give  a  brief  description  of  the  Kennecott 
properties  and  their  operation? 

Mr.  Stannard.  We  have  at  the  present  time  four  copper  proper- 
ties in  the  United  States  and  one  property  in  Chile.  Kennecott  also 
owns  the  Chase  Brass  &  Copper  Co.,  a  brass  fabricating  concern, 
and  the  Kennecott  Wire  &  Cable  Co.,  a  smalt  wire  concern. 

Mr.  ScoLL.  I  beUeve  you  stated  you  are  the  president  of  Kenne- 
cott? 

Mr.  Stannard.  I  am  the  president  of  Kennecott  Copper.  I  am 
also  the  president  of  Braden  Copper  Co.  which  operates  a  property 
in  Chile. 

Mr.  ScoLL.  Did  you  mention  the  Utah  Copper  Co.? 

Mr.  Stannard.  Kennecott  owns  the  entire  stock  of  the  Utah 
Copper  Co.  The  Utah  Copper  Co.,  as  it  exists  today,  is  a  company 
organized  purely  for  operating  purposes  at  the  property  in  Utah. 
Kennecott  also  owns  the  stock  of  the  Nevada  Consolidated  Copper 
Corporation,  which  operates  the  properties  in  Nevada,  Arizona,  and 
New  Mexico,  for  Kennecott. 

Mr.  ScoLL.  Now,  the  Utah  property  consists  of  a  considerable 
quantity  of  copper  ore  reserves,  does  it  not? 

Mr.  Stannard.  It  does. 
°  Mr.  ScoLL.  And  it  is  what  is  known  in  geology  as  a  porphyry. 

Mr.  Stannard.  That  is  right. 

Mr.  ScoLL.  Is  Utah  fully  utilizing  its  productive  capacity  at  the 
present  time? 

Mr.  Stannard.  Practically  so. 

Mr.  ScoLL.  Is  that  usual  or  is  that  occasional? 

Mr.  Stannard.  It  is  occasional.  I  might  say  that  over  a  period  of 
years,  we  are  not  able  to  operate  at  better  than  about  60  percent  to 
65  percent  of  our  installed  capacity. 

Mr.  ScoLL.  Is  Braden  operating  at  capacity? 

Mr.  Stannard.  Braden  is  not  operating  at  capacity  today. 

Mr.  ScoLL.  Is  BTaden  a  porphyry? 

Mr.  Stannard.  It  is  a  low  grade  property.  It  is  not  exactly  a 
porphyry,  it  is  half  porphyry  and  half  andesite. 

Mr.  ScoLL.  Is  it  a  surface  operation? 

Mr.  Stannard.  No;  it.  is  an  underground  operation.  In  that 
property  a  tunnel  is  run  into  the  mountain.  The  ore  body  is  above 
this  tunnel  so  that  the  ore  is  all  dropped  down  to  the  haulage  level 
instead  of  being  hoisted. 

Mr.  ScoLL.  And  Utah  is  a  surface  operation? 

Mr.  Stannard.  Utah  is  a  surface  operation  and  also  the  properties 
m  New  Mexico  and,  in  Nevada  are  surface  operations.  The  one  in 
Arizona  is- an  underground  operation. 

Mr.  ScoLL.  Are  there  any  other  surface  operations  that  are  oper- 
ated by  other  mining  companies  in  the  United  States  today? 

Mr.  Stannard.  Phelps  Dodge  has  a  surface  operation  at  Ajo, 
Anz. — the  old   New  Cornelia  property — and  it  is  now   developing 
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an  open-pit  property  at  Morenci,  Ariz.  The  Chile  Copper  Co.  oper- 
ation in  Cliile  is  also  an  open-pit  operation  at  this  time. 

Mr.  ScoLL.  How  long  do  you  estimate  that  the  ore  reserves  of  Utah 
will  last  at  present,  assuming  even  capacity  operation? 

Mr.  Stannard.  That  is  something  I  can't  say  but  it  would  be  over 
20  years. 

Mr.  ScoLL.  Considerably  over  20  years? 

Mr.  Stannard.  I  can't  say. 

Mr.  ScoLL.  And  what  about  Braden,  their  reserves? 

Mr.  Stannard.  Braden  has  very  large  reserves  and  I  think  that  the 
Braden  mine  will  probably  be  operating  after  our  mines  in  the  United 
States  are  exhausted. 

Mr.  ScoLL.  Do  you  have  any  other  operations,  mining  operations 
outside  the  United  States  besides  Braden? 

Mr.  Stannard.  No,  we  haven't.  We  have  a  small  prospecting 
company,  operating  in  Canada,  but  nothing  in  the  way  of  mining 
operations. 

Mr.  ScoLL.  Who  smelts  the  Kennecott  ores? 

Mr.  Stannard.  At  the  plants  in  Nevada,  New  Mexico,  and  Chile 
we  smelt  our  own  ores.  In  Arizona  and  in  Utah  we  contract  the 
smelting  with  the  American  Smelting  &  Refining  Co. 

Mr.  ScoLL.  What  is  the  relationship  between  Kennecott  and  A.  S. 
&  R.  in  terms  of  stock  ownership? 

Mr.  Stannard.  There  is  no  stock  ownership  of  one  in  the  other. 

Mr.  ScoLL.  There  are,  however,  persons  who  hold  stock  in  both 
corporations  are  there  not? 

Mr.  Stannard.  There  may  be. 

Mr.  ScoLL,  Can  you  state  from  your  knowledge  whether  such  per- 
sons own  considerable  stock  in  both  corporations? 

Mr.  Stannard.  Well,  I  know  of  one  man  in  the  American  Smelting 
&  Refining  Co.  who  holds  a  very  large  block  of  Kennecott  stock.  I 
do  not  know  of  anyone  in  the  Kennecott  Co.  who  holds  A.  S.  &  R. 
stock,  although  there  may  be  some  who  do. 

Mr.  ScoLL.  I  believe  you  mentioned  Chase  Brass  as  a  fabricating 
unit;  that  is  a  subsidiary  of  Kennecott? 

Mr.  Stannard.  Yes. 

Mr.  ScoLL.  Where  is  that  located? 

Mr.  Stannard.  We  have  plants  in  Waterbury,  Coiin.  and  in 
Cleveland,  Ohio. 

Mr.  ScoLL.  Does  Kennecott  supply  the  total  of  Chase's  copper 
needs  from  its  own  mines? 

Mr.  Stannard.  Not  entirely.  Chase  buys  some  Michigan  copper 
from  Calumet  &  Hecla  required  for  special  purposes.  I  cannot  say 
just  how  much  per  annum — it  might  be  four  or  five  thousand  tons. 

THE  NATIONAL  RECOVERY  ADMINISTRATION  COPPER  CODE 

Mr.  ScoLL.  I  would  like  to  ask  you  a  few  questions  about  the 
N.  R.  A.  You  were  the  chairman  of  the  Copper  Code  Authority, 
were  you  not? 

Mr.  Stannard.  I  was. 

Mr.  ScoLL.  Was  it  easy  or  was  it  difficult  for  the  copper  people  to 
agree  on  a  code  under  N.  R.  A.? 
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Mr.  Stannard.  It  was  impossible. 

Mr.  ScoLL.  How  long  did  it  take  for  you  to  get  a  code? 

Mr.  Stannard.  As  I  remember  it  now,  we  started  meetings  in 
June  1933.  We  worked  about  7  days  a  week  and  many  times' until 
1  or  2  o'clock  in  the  morning,  and  were  pressed  all  the  time  by  the 
Deputy  Administrator  lq  Washington  to  hurry  up  a  code.  Finally 
after  having  worked  strenuously  for  6  or  7  weeks,  we  came  to  Wash- 
ington— I  believe  it  was  the  17th  of  August  1933.  We  had  a  meeting 
with  the  Deputy  Administrator  and  told  him  that  we  had  not  been 
able  to  get  anything  like  complete  agreement.  He  listened  to  the 
positions  taken  by  the  various  ones,  and 

Mr.  ScoLL  (interposing).  May  I  interrupt  you  just  for  a  moment 
aiid  ask  you  what  were  these  different  positions? 

Mr.  Stannard.  There  were  many  of  them.  The  customs  smelters 
wanted  priority  in  the  market.  They  said  they  had  to  take  in  second- 
ary copper,  and  had  to  sell  it  at  the  market,  and  they  wanted  a  pre- 
ferred position.  Then  there  was  the  producer  holding  stocks  of 
copper  versus  the  producer  who  did  not  have  any  stocks;  the  producer 
without  any  stocks  of  copper  felt  that  he  should  have  the  right  to 
go  ahead  producing,  while  the  producer  with  stocks  should  shut  down 
until  he  liquidated  his  stocks.  There  was  also  the  position  of  the 
company  with  a  fabricating  outlet  versus  the  company  with  no  fabri- 
cating outlet,  and  then  there  was  the  intermediate  position  of  com- 
panies with  a  partial  outlet.  Those  without  any  fabricating  outlet 
felt  that  during  a  period  of  depression  they  should  be  permitted  to 
share  in  the  fabricating  outlet  of  the  larger  companies,  and  of  course 
the  larger  companies  took  the  position  that  they  had  paid  a  great 
deal  of  money  for  those  outlets,  and  when  it  came  to  a  time  of  depres- 
sion that  they  should  have  the  benefit  of  these  outlets. 

Mr.  ScoLL.  Finally,  of  course,  there  was  a  difference  of  opinion  over 
quotas. 

Mr.  Stannard.  A  very  decided  difference  of  opinion  over  quotas. 

Mr.  ScoLL.  Correct  me  if  I  am  wrong,  but  the  producers  who  op- 
erate more  than  one  mining  unit  had  to  make  concessions  to  those 
who  operated  only  one? 

Mr,  Stannard.  That  was  true. 

Mr.  ScoLL.  Do  you  happen  to  have  before  you  a  copy  of  the  pro- 
posed code  of  fair  competition  for  the  copper  industry? 

Mr.  Stannard.  I  do.  This  was  the  proposal  dated  February  27, 
1934. 

Mr.  ScoLL.  I  refer  you  to  article  VII  which  I  believe  was  printed 
the  same  way  in  the  various  proposals. 

Mr.  Stannard.  To  which  one  are  you  referring? 

Mr.  ScoLL.  I  am  referring  to  article  VII  in  the  proposed  code  as 
approved  on  April  26,  1935.  I  have  before  me  a  draft  of  April  21, 
1934,  but  I  think  the  proposed  article  VII  is  the  same  in  all  the  drafts. 

That  proposed  article  VII  was  the  one  which  was  submitted  by  the 
industry  to  the  N.  R.  A.,  was  it  not? 

Mr.  Stannard.  It  was. 

Mr.  ScoLL.  And  it  represented  what  was  finally  distilled  out  of  the 
various  pros  and  cons  and  positions? 

Mr.  Stannard.  That  is  correct. 

Mr.  ScoLL.  To  sunynarize  briefly,  that  article  proposed  that  the 
industry  should  enter  into  voluntary  agreements  with  blanket  au- 
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thority  to  withhold  surplus  stocks  from  the  market  during  emergency 
periods,  to  regulate,  curtail,  and  allot  production,  and  to  provide  a 
minimum  sales  price,  and  a  plan  for  the  regulation  and  allocation 
of  sales. 

I  believe  that  correctly  summarizes  it,  does  it  not? 

Mr.  Stannard.  It  does. 

Mr.  ScoLL.  Can  you  recall  whether  at  that  time,  at  the  time  of  the 
proposal,  the  industry  had  any  specific  plan  they  wanted  to  put  into 
operation  under  article  VII? 

Mr.  Stannard.  It  did  not  have  any  specific  plan.  At  the  time,  I 
think  most  of  us  felt  that  we  had  to  balance  production  with  con- 
sumption, and  we  thought  the  most  advisable  program  would  be  to 
regulate  production  to  consumption. 

Mr.  ScoLL.  And  to  provide  a  minimum  sales  price? 

Mr.  Stannard.  Well,  we  did  have  that  in  mind  to  a  certain  extent, 
but  there  was  no  unanimity  of  agreement  on  that. 

Mr.  ScoLL.  Now  you  may  recall  that  the  code,  which  was  approved 
by  the  N.  R.  A.  on  April  21,  1934,  substituted  for  the  proposed  article 
VII  a  rather  detailed  market  and  price  filing  plan  with  sales  quotas 
and  allocations. 

Mr.  Stannard.  That  is  correct. 

Mr.  ScoLL.  What  was  the  attitude  of  the  industry  toward  the 
approved  code? 

Mr.  Stannard.  I  do  not  think  anyone  ui  the  industry  liked  it.  All 
of  us  were  for  voluntary  cooperation  in  preference  to  involuntary 
control.  I  think  each  one  felt  that  he  got  the  worst  of  the  deal  under 
the  code  imposed  by  the  N.  R.  A. 

Mr.  ScoLL.  Did  Kennecott  file  a  protest  with  the  N.  R.  A.? 

Mr.  Stannard.  No;  we  did  not  file  a  protest  with  the  N.  R.  A. 
At  the  time  this  was  imposed,  April  21,  1934,  the  N.  R.  A.  Act  was  to 
continue  until  sometime  in  June  1935,  a  period  of  some  14  months. 
While  we  were  very  much  opposed  to  the  code  and  thought  we  did  not 
get  a  fair  allocation  of  sales,  nevertheless,  if  we  were  to  take  it  to  the 
courts  we  felt  it  would  be  in  the  courts  for  the  full  14  months  and 
therefore  decided  to  accept  and  go  along  in  the  interest  of  harmony 
until  the  N.  R.  A.  Act  expired. 

Mr.  ScoLL.  Do  you  know  from  your  knowledge  whether  any  of  the 
others  protested? 

Mr.  Stannard.  I  think  one  or  two  of  them  did  protest  in  writing. 

Mr.  ScoLL.  As  a  matter  of  fact,  most  of  them  did,  didn't  they? 

Mr.  Stannard.  Perhaps  they  did.     I  have  forgotten  that  detail. 

Senator  King.  There  were  many  protests  from  various  industries 
against  the  N.  R.  A. 

Mr.  ScoLL.  But  the  protest  in  the  case  of  the  copper  industry  was 
almost  unanimous. 

Senator  King.  I  protested;  I  said  the  law  was  unconstitutional  and 
voted  against  it  and  the  Supreme  Court  accepted  that  view. 

Mr.  O'CoNNELL.  May  I  ask  a  question?  Mr.  Stannard,  the  pro- 
test you  are  referring  to  was  a  protest  to  particular  provisions  in  the 
code  as  approved  or  as  imposed  by  N.  R.  A.  rather  than  opposition 
to  N.  R.  A.  as  such,  wasn't  it? 

Mr.  Stannard.  It  was  in  opposition  to  this  code  as  imposed  on  the 
copper  industry.     We  particularly  objected  to  that. 
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Mr.  ScoLL.  The  code  provided  for  the  liliiig  of  prices,  I  believe, 
rather  than  the  actual  fixing  of  minimum  prices,  did  it  not? 

Mr.  Stannard.  It  did,  and  during  the  period  of  the  code,  as  I 
recall,  there  were  two  price  filings;  for  a  period  of  about  2  months 
after  the  effective  date  the  price  was  8)2  cents  per  pound,  and  then 
beginning  sometime  in  July  the  price  was  increased  to  9  cents. 

Mr.  ScoLL.  At  this  time,  to  corroborate  your  remarks  on  that,  Mr. 
Stannard,  I  would  like  to  introduce  mto  the  record  the  list  of  the 
prices  filed  on  April  25,  1934,  which  I  believe  you  have  in  your  hand. 

The  Chairman.  The  exhibit  may  be  received. 

(The  list  referred  to  was  marked  "Exhibit  No.  2153"  and  is  in- 
cluded in  the  appendix  on  p.  13526.) 

Mr.  ScoLL.  I  would  also  like  to  insert  a  memorandum  for  the  Code 
Authority  dated  June  12,  1934,  which  reads  as  follows  [reading  from 
"Exhibit  No.  2154"]: 

A  price  of  90  per  pound,  delivered  Connecticut  Valley,  subject  to  existing  dif- 
ferentials, was  filed  in  the  afternoon  of  June  11th  by  the  following  members, 
such  price  to  be  effective  at  the  beginning  of  business  June  12th. 

And  then  follows  a  list  of  the  members  who  filed  a  price  of  9  cents 
on  that  day. 

The  Chairman.  It  may  be  received. 

(The  list  referred  to  was  marked  "Exhibit  No.  2154"  and  is  im- 
cluded  in  the  appendix  on  p.  13526.) 

Senator  King.  Is  it  your  position,  Mr.  Counsel,  that  those  who 
accepted  the  code  and  tried  to  carry  it  out  in  their  business  activities 
or  in  their  industries  were  violating  any  law? 

Mr.  ScoLL.  Not  at  all.  Senator.  I  have  no  interpretation  or  inten- 
tion to  add  to  those  facts.  I  merely  insert  them  into  the  record  for 
what  they  are  worth. 

The  Chairman.  In  order  that  we  may  see  what  was  done  and  how 
this  industry  operated  and  what  efforts  were  being  made  to  adjust 
the  problem  of  distribution  and  of  price  and  production  to  the  cir- 
cumstances existing  generally  at  the  time? 

Mr.  ScoLL.  Thank  you,  Senator. 

Senator  King.  I  may  add  that  the  Finance  Committee  went  into 
all  of  these  code  activities,  so  we  have  hundreds  of  pages,  if  it  is 
important  to  go  ihto  the  activities  of  the  Code  Authority,  and  the 
proceedings  under  the  code  would  be  indefinite. 

Mr.  ScoLL.  I  have  no  further  documents  on  the  matter.  Senator. 
That  concludes  that  part  of  the  presentation. 

I  believe,  Mr.  Stannard,  that  one  of  the  purposes  of  the  sales  plan, 
in  fact  the  principal  purpose  of  the  sales  plan,  under  the  code  was  to 
provide,  as  far  as  possible,  a  first  place  in  sales  for  current  production. 
Is  that  correct? 

Mr.  Stannard.  That  is  correct. 

Mr.  ScoLL.  What  provision  was  made  for  controUmg  production 
of  metal  from  scrap? 

Mr.  Stannard.  The  total  sales  book,  as  we  called  it,  amomited  to 
30,500  tons  per  month.  Of  that,  9,500  tons  were  allocated  to  scrap, 
1,500  tons  to  custom  producers,  and,  I  think,  19,500  tons  to  primary 
producers. 

Mr.  ScoLL.  Was  some  copper  which  had  been  bought  by  buyers 
and  speculators  prior  to  the  code  outlawed? 

Mr.  Stannard.  It  was. 
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Mr.  ScoLL.  Will  you  explain,  that  briefly? 

Mr.  Stannard.  You  had  to  have  so-called  Blue  Eagle  copper  to 
have  it  permissible.  The  copper  which  had  been  bought  by  dealers 
and  speculators  could  not  get  a  Blue  Eagle  fag,  and  therefore  fabri- 
cators generally  could  not  use  that  copper. 

Mr.  ScoLL.  How  was  that  copper  finally  disposed  of,  do  you  know? 

Mr.  Stannard.  I  think  most  of  that  copper  went  into  the  foreign 
market,  or  was  held  until  after  the  N.  R.  A.  expired. 

Senator  King.  The  Blue  Eagle,  however,  was  not  applied  exclu- 
sively to  the  copper  industry,  was  it? 

Mr.  Stannard.  It  was  not. 

Mr.  ScoLL.  Would  you  say  that  the  success  of  the  code  was  demon- 
strated by  the  fact  that  the  domestic  price  remained  at  9  cents  while 
London  prices  and  the  New  York  export  prices  went  considerably 
lower? 

Mr.  Stannard.  Well,  I  think  during  that  particular  period  it  is 
quite  possible  that  the  code  did  some  good  over  a  period  of  6  or  8 
months,  because  there  was  a  good  deal  of  chaos,  and  I  think  it  helped 
temporarily  to  stabilize  the  industry. 

Mr.  ScoLL.  Just  perhaps  to  give  you  a  clear  picture  of  what  I 
mean,  I  show  you  "Exhibit  No.  2100'V  and  you  will  notice  that  dur- 
ing the  code  period,  the  New  York  price — domestic  price  that  is — 
was  stable  at  9  cents,  while  the  export  price  and  foreign  price  dropped 
considerably  under  that. 

Mr.  Stannard.  The  foreign  price  a  great  deal  of  that  time  was 
under  7  cents  per  pound. 

Dr.  LuBiN.  Mr.  Stannard,  what  do  you  think  would  have  happened 
to  the  domestic  price  of  copper  if  it  had  been  impossible  to  dispose  of 
this  surplus,  in  other  words,  if  we  hadn't  artificially  created  a  surplus 
by  labeling  some  copper  Blue  Eagle  copper  and  some  copper  illegal? 

Mr.  Stannard.  Do  you  mean  what  would  have  happened  in  the 
United  States? 

Dr.  LuBiN.  Yes. 

Mr.  Stannard.  During  that  period  I  believe  many  of  the  domestic 
producers  would  have  kept  on  producing  copper,  and  the  price  prob- 
ably would  have  been  considerably  lower  in  the  United  States.  And 
it  might  have  been  somewhat  lower  in  the  European  market  as  well. 

Dr.  Lubin.  Would  it  be  fair  to  conclude  that  during  that  period 
the  American  consumer  was  subsidizing  the  foreign  consumer? 

Mr.  Stannard.  Well,  I  wouldn't  think  so. 

Dr.  Lubin.  He  was  paying  more  than  the  foreigner  was  paying. 

Mr,  Stannard.  He  was  paying  more  than  the  foreigner  was  paying, 
but  when  you  consider  that  the  cost  of  production  in  this  country  was 
higher  than  the  cost  of  production  abroad,  I  can't  believe  that  the 
American  consumer  was  penalized  in  any  way. 

Dr.  Lubin.  Perhaps  I  misunderstood  you.  I  thought  you  had  said 
liad  it  not  been  for  this  artificial  control  the  American  consumer 
vould  have  paid  less  for  his  copper. 

Mr.  Stannard.  He  probably  would  have  paid  less  for  his  copper 
than  he  did  pay,  but  at  the  same  time  I  do  not  feel  that^when  the 
American  consumer  paid  a  price  for  copper  which  was  probably  less 
than  the  cost  of  production  at  that  time,  that  he  Vas  being  imposed 
Upon. 

>  Appendtz,  p.  13394. 
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Senator  King.  Isn't  it  a  fact  that  during  that  period  when  copper 
got  down  to  7  or  8  cents,  even  9  cents,  that  a  good  many  producers  of 
copper  were  in  the  red? 

Mr.  Stannard.  A  great  many  of  them  were  in  the  red. 

Dr.  LuBiN.  Isn't  it  true  that  there  are  producers  of  every  com- 
modity of  every  industry  who  are  in  the  red  sometime  or  other  while 
others  are  making  money? 

Mr.  Stannard.  That  is  probably  true. 

Dr.  LuBiN.  It  never  was  intended  that  price  levels  for  any  com- 
modity should  be  set  to  give  profit  to  every  possible  producer,  the 
eflBcient  and  inefficient  alike. 

Mr.  Stannard.  I  think  that  is  correct. 

The  Chairman.  The  point  of  this  testimony,  as  I  see  it,  is  very 
simploi  The  effect  of  N.  R.  A.  was  to  raise  the  price  to  the  domestic 
consumer  while  the  price  abroad  was  lowered.  That  is  correct, 
isn't  it? 

Mr.  Stannard.  That  is  correct. 

The  Chairman.  And  that  was  also  true,  at  least  for  a  time,  while 
the  Copper  Exporters,  Inc.,  was  operating,  was  it  not,  if  you  look  at 
"Exhibit  No.  2100".' 

Mr.  Stannard.  That  is  true,  but  it  is  also  true,  according  to  this 
chart,  Senator,  that  during  one  period  when  the  Copper  Exporters, 
Inc.,  was  operating,  for  example,  the  year  1927,  the  price  was  lower 
than  it  was  in  the  previous  2  years,  that  is  during  1925  and  1926  when 
Copper  Exporters  was  not  operating. 

The  Chairman.  That  may  well  be,  and  I  don't  know  that  it  is 
altogether  relevant  to  the  significant  point  here,  as  I  see  it.  In  other 
words,  this  testimony  seems  to  indicate  to  me  that  the  effect  of  the 
organization  which  was  perfected  by  the  copper  industry  itself — 
without  the  intervention  of  Government,  save  that  the  Federal 
Trade  Commission  and  the  Department  of  Justice  were  apprized  that 
such  an  organization  was  to  be  made — and  the  effect  of  the  organiza- 
tion of  the  industry  under  the  approval  of  the  N.  R.  A.  were  exactly 
identical,  namely,  to  increase  the  price  to  the  domestic  consumer. 
That  is  what  happened,  is  it  not? 

Mr.  Stannard.  It  did  for  a  period  under  N.  R.  A. 

The  Chairman.  Yes,  and  it  also  did  for  at  least  a  portion  of  the 
time  while  the  Copper  Exporters  was  operating  and  imtil  the  crash 
came,  which  upset  everything.     Isn't  that  correct? 

Mr.  Stannard.  It  did  for  a  period  there;  yes. 

The  Chairman.  Now  we  may  interpret  those  facts  any  way  we 
please,  don't  you  knpw,  but  this  is  a  fact,  that  the  two  things  were 
coincidental.  Now  6f  course  I  assume  that  there  must  be  very 
numerous  other  factors  that  were  affecting  the  price  of  copper  on 
both  occasions. 

Mr.  ScpLL.  And  it  was  also  true,  was  it  not,  that  the  domestic 
producers  were  selling  copper  abroad  for  less  than  they  received  here 
during  the  N.  R.  A.  period? 

Mr.  Stannard.  That  is  generally  true ;  some  of  them  were,  at  least. 

The  Chairman.  Of  course,  there  maj^  have  been  some  difference 
between  the  two,  the  N.  R.  A.  was  definitely  an  effort  to  adjust  pro- 
duction to  consumption,  was  it  not? 

Mr.  Stannard.  That  was  the  general  idea,  yes. 

■  Appendix,  p.  13394. 
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The  Chairman.  And  was  there  any  such  purpose  or  action  with 
respect  to  Copper  Exporters,  Inc.,  or  the  previous  organization? 

Mr.  Stannard.  I  think  they  were  a  Uttle  bit  difi'erent  in  their 
inception.  There  probably  was  some  effort  made  to  adjust  production 
to  consumption,  but  I  am  not  particularly  familiar  with  that  period 
because  I  did  not  come  to  New  York  until  1930,  and  had  practically 
nothing  to  do  personally  with  Copper  Exporters  in  any  of  its  periods 
of  operation. 

The  Chairman.  In  both  situations,  therefore,  the  industry,  some- 
times without  the  cooperation  of  Government,  and  sometimes  with 
the  cooperation  of  and  approval  of  Government,  in  order  to  maintain 
price,  was  at  least  experimenting  with  the  effectiveness  of  production 
control,  that  is  to  say  curtailment  of  production. 
Mr.  Stannard.  That  is  probably  true. 

Mr.  ScoLL.  Continuing  a  Uttle  on  the  Senator's  point,  the  purpose 
of  the  system  of  sales  quotas  was  to  restrict  production,  was  it  not? 
Mr.  Stannard.  In  a  way  it  was.     On  the  other  hand,  when  you 
had  the  control  put  on  sales  quotas,  each  one  could  produce  whatever 
tonnage  he  cared  to  produce. 
Mr.  ScoLL.  But  he  couldn't  sell  any  more  than  the  quota. 
Mr.  Stannard.  He  couldn't  sell  any  more  in  the  domestic  market 
than  his  sales  quota, 

Mr.  ScoLL.  Did  the  adoption  of  the  plan  involve  a  curtailment  at 
that  time  of  production  by  any  of  the  producers? 

Mr.  Stannard.  I  cannot  say  definitely,  Mr.  Scoll.  I  think  that 
production  was  gradually  curtailed,  at  least  by  some  of  the  participants. 
Senator  King.  That  was  true  of  agricultural  products,  wasn't  it? 
Sugar  and  rice  and  wheat  and  com  and  agricultural  commodities 
were  restricted.  That  is,  there  were  restrictions  placed  upon  produc- 
tion and  restrictions  now  have  been  placed  upon  production, •  particu- 
larly sugar  and  some  other  agricultural  commodities,  isn't  that  true? 
Mr.  Stannard.  That  is  true. 

Mr.  Scoll.  Was  such  curtailment  reflected  in  the  reduction  of 
employment,  do  jou  know? 

Mr.  Stannard.  It  was  to  a  certain  degree,  yes. 
Mr.  Scoll.  What  percentage  of  capacity  were  the  United  States 
producers  operating  on  at  the  time  the  code  was  approved,  if  you 
recall? 

Mr.  Stannard.  Our  own  operations  ran  oU  about  a  30  percent 
basis,  and  the  operations  generally  were  probably  on  about  a  40-  to 
45  percent  basis.     Some  properties  were  shut  down  entirely. 

Mr.  Scoll.  You  referred  to  curtailment  taken  by  some  of  the  pro- 
ducers after  the  code  went  into  effect.     Was  it  true  also  that  certain 
producers  voluntarily  gave  up  their  sales  quotas  during  N.  R.  A.? 
Mr.  Stannard.  It  was. 

Mr.  Scoll.  And  was  that  incident  to  their  Curtailment? 
Mr.  Stannard.  There  were  periods  when  there  was  only  a  small 
demand  for  copper.  For  example,  in  the  months  of  July,  August, 
and  September  1934,  the  total  sales  of  copper  under  the  code  amounted 
to  a  total  of  only  18,000  tons  of  copper,  or  an  average  of  6,000  tons 
a  month.  In  these  periods  when  there  was  no  market  for  copper,  some 
of  us  curtailed  our  operations,  and  at  the  same  time  gave  priority  to 
custom  smelters  because  under  the  code  whenever  any  member  of  the 
code  (producer  or  custom  smelter)  had  accumulated  an  amount  of 
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copper  equalto  1  month's  supply,  he  had  the  right  to  withdraw  from 
the  code,  unless  his  position  was  taken  care  of.  So  working  in  coopera- 
tion with  the  Deputy  Administrator,  most  of  the  producers  in  those 
circumstances  waived  their  sales  allocation  and  gave  priority  to  the 
custom  smelters. 

Mr.  Stannard.  That  is  correct. 

Mr.  ScoLL.  What  was  the  purpose  of  that  meeting? 

Mr.  Stannard.  Shortly  before  the  meeting  there  was  introduced 
in  the  Senate,  bill  No.  2445,  which  covered  an  extension  of  the  N.  R.  A. 
The  copper  industry  was  very  much  worried  when  that  bill  was 
introduced,  as  we  were  against  the  continuation  of  the  N.  R.  A. 
code  beyond  June  1935.  Mr.  Petermann,  who  was  acting  as  counsel 
for  the  code  authority  in  New  York,  discussed  the  matter  here  in 
Washington  with  certain  people  in  Congress,  and  told  them  how  we 
all  felt  about  the  continuation  of  the  N.  R.  A.  They  asked  him, 
"What  would  the  industry  like  to  do?"  Mr.  Petermann  came  back 
to  New  York;  we  had  informal  discussions,  and  it  was  finally  agreed 
that  if  we  had  to  have  anything  after  the  N.  R.  A.  expired  we  would 
prefer  to  operate  under  some  act  like  the  Capper- Volstead  Act.^  Mr. 
Kelley  mentioned  that  act  in  his  testimony  yesterday.  It  would  give 
us  the  right  to  have  voluntary  cooperation. 

Mr.  ScoLL.  In  other  words,  if  you  had  to  have  any  law  you  pre- 
ferred to  have  a  Capper- Volstead  Act  substituting  the  authority  of 
the  Attorney  General  for  the  authority  of  the  Secretary  of  Agriculture? 

Mr.  O'CoNNELL.  You  said  if  you  had  to  have  anything.  Did  you 
prefer  to  have  nothing? 

Mr.  Stannard.  We  preferred  to  have  nothing  to  an  N.  R.  A.  ex- 
tension. 

Mr.  O'CoNNELL.  Did  you  prefer  to  have  nothing  to  the  Capper- 
Volstead  Act? 

Mr.  Stannard.  I  think  it  might  have  been  a  good  thing  had  we 
had  the  right  to  get  together  and  talk  over  production  and  sales 
matters,  which  right  we  would  have  had  under  the  Capper-Volstead 
Act;  but  speaking  frankly,  I  doubt  very  much,  even  though  we  had 
that  right,  that  the  copper  industry  could  agree  any  better  than  we 
did  in  meetings  in  1930,  '31,  '32,  and  in  the  copper  code  days. 

The  Chairman.  In  other  words,  that  would  not  have  been  effective 
either  for  your  purpose? 

Mr.  Stannard.  It  would  not  have  been  effective.  It  was  just  the 
right  to  do  something  but  I  cannot  believe  that,  practically,  it  would 
have  been  of  any  great  use  to  us. 

The  Chairman.  There  is  a  problem,  is  there  not? 

Mr.  Stannard.  There  is  a  problem. 

The  Chairman.  And  it  stUl  is  with  us. 

Mr.  Stannard.  It  stUl  is  with  us. 

The  Chairman.  And  the  copper  industry  is  still  facing  it? 

Mr.  Stannard.  The  copper  industry  is  facing  it,  yes. 

The  Chairman.  Have  you  any  suggestions  as  to  how  you  could 
best  meet  it? 

Mr.  Stannard.  Senator,  it  is  a  very  complex  problem  and  I  must 
say  that  I  haven't  any  suggestions.  Differences  in  the  copper  in- 
dustry as  to  grade  of  ore,  and  weather  and  other  conditions  are  so 

'  See  infra,  p.  13679  et  seq.,  for  text  of  Capper-Volstead  Act. 
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great  that  I  do  not  know  how  you  could  work  out  anything  that  could 
apply  generally. 

The  Chairman.  You  feel  that  the  industry  ought  to  be  free  to 
consult  with  respect  to  rpice? 

Mr.  Stannard.  I  think  we  ought  to  be  free  to  consult  in  respect  to 
production. 

The  Chairman.  Am  I  to  interpret  that  as  being  a  negative  answer 
to  my  question? 

Mr.  Stannard.  I  personally  would  be  very  much  opposed  to  any 
fixed  price  for  copper. 

The  Chairman.  Of  course,  that  is  not  an  answer,  either.  My 
question  was,  do  you  believe  that  the  industry  ought  to  be  permitted 
to  consult  with  respect  to  price? 

Mr.  Stannard.  I  think  it  should  be  permitted  to  consult  with 
respect  to  price  when  the  price  gets  down  to  very  subnormal  levels. 
For  example,  if  we  should  get  back  to  a  time  when  the  price  of  copper 
is  down  to  7  cents  a  pound  or  as  low  as  5  cents  a  pound  where  it  was  in 
January  and  February  1933,  I  certainly  think  we  ought  to  have  the 
right  to  get  together  in  a  meeting  and  discuss  a  plan  of  cooperation 
without  fear  of  violating  any  laws. 

The  Chairman.  In  other  words,  you  feel  that  there  should  be  no 
occasion  to  feel  that  the  anti-trust  laws  would  prevent  consultation 
of  that  land? 

Mr.  Stannard.  Not  when  we  are  in  a  position  of  very  subnormal 
prices  such  as  we  were  in  during  1931,  '32,  and  '33. 

The  Chairman.  How  would  we  determine  when  the  period  of  sub- 
normal prices  arrives  so  that  such  consultation  could  properly 
take  place? 

Mr.  Stannard.  I  have  given  that  matter  a  great  deal  of  thought 
and  must  say  that  I  have  no  way  of  knowing  now  when  that  time 
would  arrive.  In  other  words,  I  have  no  idea  now  whether  that 
price  should  be  7  cents  or  6  cents  or  5  cents  or  10  cents. 

The  Chairman.  Now  then,  you  were  quite  definite  in  expressing 
the  opinion  that  the  industry  should  be  permitted  to  consult  with 
respect  to  production. 

Mr.  Stannard.  Yes,  I  think  we  should,  particularly  when  we  get 
in  these  bad  periods.  ' 

The  Chairman.  That  means  that  you  believe  that  the  industry 
ought  to  have  the  right  to  curta,il  production. 

Mr.  Stannard.  That  is  right. 

I  think  we  ought  to  have  the  right  to  curtail  production,  to  bring  it 
in  line  with  consumption,  because  you  cannot  go  on  permanently 
producing  much  more  than  you  consume. 

The  Chairman.  Do  you  believe  that  consultation  with  respect  ,to 
production  upon  the  one  hand  and  price  upon  the  other  should  be 
carried  on  without  the  concurrence  of  somebody  acting  upon  behalf 
of  the  general  public? 

Mr.  Stannard.  I  think  the  general  public  should  be  consulted  and 
should  be  in  on  these  conference^ 

The  Chairman.  And  is  there  any  way  of  doing  that  except  through 
Government? 

Mr.  Stannard.  I  do  not  know  of  any  way,  no. 

Senator  King.  A  bill  was  offered  in  the  Senate  and  referred  later 
by  the  President  to  the  Department  of  Justice,  I  think  it  was  in 
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1933 — it  was  at  the  time  when  they  were  trying  to  prolong  the  Ufe  of 
the  expiring  N.  R.  A. — under  the  terms  of  which  any  industry  could 
confer  with  the  Federal  Trade  Commission,  and  put  all  their  cards, 
using  a  conmion  expression,  upon  the  table,  the  Federal  Trade  Com- 
mission make  a  thorough  and  searching  investigation  of  the  industry, 
and  then  if  it  found  a  situation  to  exist  that  threatened  the  industry, 
and  particularly  threatened  employment — would  cause  unemploy- 
ment— that  it  could  promulgate  some  rule  under  the  terms  of  which 
there  would  be  some  sort  of  union  for  the  protection  of  the  industry 
and  for  the  purpose  of  protecting  the  employees  and  the  consuming 
pubHc,     Were  you  familiar  with  that  bill? 

Mr.  Stannard.  I  was  not  familiar  with  it,  Senator. 

Mr.  ScoLL.  I  would  like  to  offer  at  this  time  the  minutes  of  the 
meeting  of  the  Copper  Industry  on  April  16,  1935,  and  draft  of  a 
letter  which  was  prepared  and  considered  at  that  meeting,  the  letter 
being  addressed  to  the  Senate  Finance  Committee. 

The  Chairman.  The  exhibit  may  be  received. 

(The  minutes  and  letter  referred  to  were  marked  "Exhibit  No. 
2155"  and  are  included  in  the  appendix  on  p.  13526.) 

INTERNATIONAL  AGREEMENT  ON  PRODUCTION    CONTROL,  1935-1939 

Mr.  ScoLL.  Now,  Mr.  Stannard,  I  would  like  to  have  you  discuss 
with  the  committee  the  international  agreement  on  production  control 
from  1935  to  1939,  and  I  shall  ask  you  some  questions  about  it.  Do 
you  recall  the  break-up  of  the  last  international  meeting  of  producers 
in  New  York  in  December  1932? 

Mr.  Stannard.  I  do. 

Mr.  ScoLL.  At  that  time  there  was  practically  unanimous  opinion 
that  no  agreement  was  possible. 

Mr.  Stannard.  That  is  correct. 

Mr.  ScoLL.  Subsequently,  efforts  were  made,  I  believe  in  1933  and 
'34,  to  get  together  on  foreign  production  control,  and  when  I  say 
"get  together,"  I  mean  that  Ajiaconda  and  Kennecott  with  their 
South  American  mines  made  such  efforts.     Is  that  correct? 

Mr.  Stannard.  I  do  not  recall,  Mr.  ScoU,  that  there  were  any 
particular  efforts  in  1933,  or  the  early  part  of  1934.  The  N.  R.  A. 
came  in  in  1933 ;  we  were  aU  very  busy  with  it  and  I  do  not  recall  that 
there  were  any  efforts  made  in  1933  on  the  part  of  Anaconda  or  Ken- 
necott, or  their  foreign  subsidiaries,  to  get  together  with  the  foreign 
producers. 

Mr.  ScoLL.  When  did  the  discussions  leading  to  the  agreement. of 
'35  first  begin? 

Mr.  Stannard.  The  first  I  heard  of  the  ideas  of  the  Europeans  was 
about  the  middle  of  December  1934. 

Mr.  ScoLL.  Who  initiated  the„discussions? 

Mr.  Stannard.  The  people  in  Europe. 

Mr.  ScoLL.  What  was  the  substance  of  their  proposition? 

Mr.  Stannard.  Some  time  about  the  middle  of  December  1934,  one 
of  the  Rhodesians  called  me  on  the  phone  from  London.  He  wanted 
to  know  how  we  would  feel  about  another  meeting  to  discuss  cooper- 
ation. He  said  that  they  would  come  to  New  York,  or  preferably  if 
Mr.  Kelley  and  I  would  come  to  London,  they  would  like  that  better. 

Mr.  ScoLL.  May  I  break  in  to  ask  you  a  question?  Were  they  one 
of  those"  who  helped  to  break  up  the  '32  meeting? 
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Mr.  Stannard.  Tbis  was  Mr.  Storke,  who  was  the  managing  direc- 
tor of  the  Roan  Antelope  Copper  Company. 

Mr,  ScoLL.  Have  you  any  idea  what  changed  their  mind? 

Mr,  Stannard.  A  good  many  things  happened  after  1931  and  1932. 
At  that  time  the  Ehodesians  were  just  coming  into  production.  By 
1934,  they  had  fairly  well  established  their  productive  capacity,  and 
the  Canadian  production  of  copper  was  increasing  very,  very  rapidly. 
Going  back  to  1930,  we  never  worried  much  about  the  Canadian 
production  of  copper,  but  due  to  the  discovery  of  new  ore  bodies  and 
the  development  of  new  properties,  particularly  Noranda  and  Hudson 
Bay,  the  Canadian  menace  became  very  real. 

Mr.  ScoLL.  So  that  generally  speaking,  the  world  producers  were 
beginning  to  get  nervous  about  the  production. 

Mr,  Stannard.  They  were  getting  very  nervous,  and  particularly 
about  the  Canadian  production. 

Mr,  ScoLL.  And  Mr.  Storke  called  you  as  representative  of  the 
Braden  Copper  Company? 

Mr,  Stannard.  He  called  me  as  representative  of  the  Braden 
Copper  Company  having  production  in  Chile. 

Mr.  ScoLL.  And  Anaconda-  participated  insofar  as  its  Chilean 
operations  were  concerned? 

Mr.  Stannard.  I  think  I  ought  to  go  on  and  tell  you  a  little  bit 
more  about  these  various  telephone  conversations,  I  told  Mr.  Storke 
in  our  conversation  in  December  that  I  didn't  think  it  was  any  use  to 
talk  about  a  further  conference  unless  the  Rhodesians  themselves 
could  first  agree  as  to  a  policy  and  then  in  turn  reach  an  accord  with 
the  Katanga  Company,  which  is  the  Belgian  Congo  producer.  I  said 
we  had  had  meetings  in  previous  years,  in  '31  and  *32;  and  had  never 
been  able  to  agree  on  anything,  and,  therefore,  I  wasn't  interested  in 
another  conference  until  they  could  compose  their  differences. 

They  went  ahead  with  their  conferences  in  January,  and  in  February 
I  suppose  I  had  three  or  more  conversations  with  Mr.  Storke  and 
Mr  Taylor,  They  told  me  they  had  been  having  meetings  with 
Katanga,  and  were  gradually  getting  their  differences  composed. 
Finally,  in  the  latter  part  of  February,  they  telephoned  me  and  said 
they  had  their  differences  with  Katanga  composed  and  were  coming  to 
New  York  for  a  meeting  to  discuss  the  whole  copper  situation. 

Mr.  ScoLL.  And  the  discussions  in  New  York  in  contrast  to  those 
in  1932,  I  take  it,  were  somewhat  more  harmonious, 

Mr,  Stannard.  They  were  much  more  harmonious  because  the 
nimaber  of  people  involved  in  the  conferences  was  reduced  to  only  a 
quarter  of  the  number  involved  in  earlier  conferences,  and  because  the 
Rhodesians  and  the  Belgians  for  the  first  time  were  in  accord. 

Mr.  ScoLL.  Were  there  any  discussions  in  these  meetings  regarding 
the  possible  effect  of  United  States  exports  on  the  control  scheme? 

Mr.  Stannard.  There  was  very  Uttle  discussion.  One  of  the 
Rhodesians,  I  think  it  was  Mr.  Storke,  asked  me  what  Kennecott's 

f)osition  would  be  in  reference  to  exports.  He  was,  I  think,  particu- 
ariy  concerned  about  Kennecott  because  we  were  the  largest  United 
States  producer  and  at  that  time  our  properties  were  not  being  oper- 
ated at  capacity,  I  told  him  in  view  of  the  tariff  that  had  been  put 
on  copper  coming  into  the  United  States,  our  obligation  to  the  domestic 
market  and  the  fact  that  our  stocks  of  copper  had  been  reduced  to  a 
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reasonable  level,  that  ^ur  general  policy  probably  would  be  not  to 
export  very  much  copper  in^^e  near  fulure. 

Mr.  ScoLL.  According  to  the  accounts  published  in  the  newspapers 
describing  these  meetings,  there  was  an  understanding  that  United 
States  exports  by  the  members  of  the  international  control  agreement 
would  be  kept  to  approximately  9,000  tons  a  month.  Was  there  such 
an  understanding,  or  any  similar  understanding? 

Mr.  Stannard.  There  was  not.  I  have  told  you  about  my  conver- 
sation with  Mr.  Storke  as  to  our  general  export  policy.  One  reason 
we  arrived  at  that  policy  was  because  we  were  afraid  that  if  we 
exported  a  lot  of  copper,  the  Canadians  and  the  Rhodesians  would 
have  a  duty  put  on  copper  going  into  England.  In  other  words,  they 
would  put  u  tariff  wall  aroimd  England.  If  they  should  do  that,  we 
felt  that  the  Belgians  and  France  would  next  make  a  tariff  arrangement 
which  would  practically  exclude  American  and  all  other  copper,  except 
Belgian,  from  France,  and  we  would  thereby  build  up  an  impossible 
situation  in  the  copper  world. 

Mr.  ScoTJ..  So  that  the  foreigners  requested  no  assurances  of  any 
kind  that  the  Americans  would  not  use  their  American  production  for 
export  abroad. 

Mr.  Stannard.  No;  Mr.  Scoll,  they  didn't — there  was  no  agree- 
ment or  assurance.  I  think  the  only  company  they  put  the  question 
to  very  definitely  was  Kennecott,  and  I  have  told  you  why  we  decided 
not  to  run  the  risk  of  an  English  tariff  by  exporting  too  much  copper. 

England  at  that  time  was  in  a  position  to  get  all  of  its  copper  require- 
ments from  Canada  and  Rhodesia.  Katanga  could  supply  the  French 
market.  With  an  American  tariff  and  the  export  of  copper  to  England, 
the  danger  of  a  tariff  there  was  very  real,  and  had  it  been  put  into 
effect  there  would  have  been  one  more  obstacle  in  the  way  of  the 
development  of  the  American  copper  industry. 

Mr.  Pike.  Didn't  England  put  on  a  sort  of  optional  tariff  whidi 
they  had  never  used  at  that  time? 

Mr.  Stannard.  We  have  offices  in  London,  Berlin,  Paris,  and  Italy. 
We  got  word  from  our  office  in  London  that  there  was  a  very  strong 
sentiment  there  to  put  on  a  tariff  to.  keep  out  American  copper,  in 
fact  everything  but  colonial  copper.  I  think  the  Board  of  Trade  did 
have  right  to  put  on  a  small  tariff  had  they  so  elected,  but  it  was  never 
done. 

Mr.  Scoll.  One  further  question.  Do  you  have  any  idea  as  to  how 
these  rumors  arose  about  the  limit  of  9,000  tons  on  exports? 

Mr.  Stannard.  The  Rhodesians  may  have  talked  with  other  people 
about  exports.  They  were  a  bit  concerned,  but  not  very  much.  Their 
main  concern  was  about  Kennecott,  because  we  were  the  largest 
American  producer.  I  do  not  believe  they  gave  much  thought  to 
the  smaller  producers. 

Mr.  Scoll.  Do  you  recall  who  finally  agreed  to  participate? 

Mr.  Stannard.  In  the  cooperative  arrangement? 

Mr.  Scoll.  In  the  cooperative  arrangement. 

Mr.  Stannard.  There  were  really  only  five  groups,  and  I  \fant 
to  say  right  here  that  Kennecott  Copper  Corporation  as  such  did  not 
participate  in  this  cooperating  group,  nor  did  Anaconda.  Subsidiaries 
of  Anaconda  operating  in  Chile  (and  Mexico)  and  a  subsidiary  of 
Kennecott,  the  Braden  Copper  Co.,  operating  in  Chile,  participated. 

Mr.  ScoLL.  That  was  you  and  Mr.  Kelley. 
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Mr.  Stannard.  Mr.  Kelley  and  myself,  and  the  Roan  Antelope 
Copper  Co.,  and  the  Mufulira  Copper  Co.  represented  by  Mr.  Storke; 
Rhokana,  represented  by  Mr.  Taylor,  and  during  a  part  of  our  con- 
ferences, Mr.  Preston  represented  Rio  Tinto  and  Mr.  Belanger 
represented  Bor. 

Mr.  ScoLL.  Did  you  mention  Katanga? 

Mr.  Stannard.  Mr.  Pisart  first  represented  Katanga,  and  then  he 
was  joined  by  Mr.  Sengier. 

Mr.  ScoLL.  Those  parties  were  the  signatories  to  the  final  agree- 
ment? 

Mr.  Stannard.  Those  parties  were  signatories  to  the  final  under- 
standing. 

Mr.  ScoLL.  I  would  like  to  introduce  for  the  record  at  this  time  a 
table  showing  the  share  of  foreign  production  of  copper  controlled  by 
participants  in  the  international  agreement,  1935  to  1938.  I  believe 
you  have  seen  a  copy  of  this,  have  you  not?  For  purposes  of  the 
record,  this  table  was  prepared  by  staff  members  of  the  T.  N.  E.  C. 
from  figures  that  were  obtained  from  the  American  Bureau  of  Metal 
Statistics.  It  briefly  shows  that  in  1935  the  members  of  the  agree- 
ment controlled  50  percent  of  the  total  foreign  production.  In  1936, 
this  had  dropped  to  46  percent.  It  rose  to  53  percent  in  1937,  and  in 
1938  it  was  48  percent.  It  also  shows  that  if  production  of  Russia 
were  excluded,  in  '35,  the  members  would  control  53  percent  of  produc- 
tion; in  '36,  50.3  percent,  and  in  1937,  56.5  percent,  and  it  dropped 
in-  1938  to  52  percent.  The  reason  for  setting  that  tabulation  up 
separately  is  that  it  is  generally  understood  that  Russian  production 
was  consumed  in  Russia.     Is  that  correct? 

Mr.  Stannard.  That  is  correct,  but  I  do  not  think,  Mr.  Scoll, 
that  that  is  quite  a  fair  tabulation.  You  have  put  into  the  cooperating 
group  the  production  of  Rio  Tinto  and  Bor.  As  a  matter  of  fact,  Rio 
Tinto  had  a  quota  of  3,100  tons  a  month  assigned  to  it  which  was 
far  in  excess  of  its  productive  capacity.  Mr.  Preston  told  me  that 
they  had  not  produced  more  than  2,100  or  2,200  tons  per  month,  and 
that  is  what  they  would  keep  on  producing. 

(The  table  referred  to  was  marked  "Exhibit  No.  2156"  and  is 
included  in  the  appendix  on  p.  13528.) 

Mr.  Scoll.  May  I  interrupt.  I  think  we  are  in  complete  agree- 
ment. The  purpose  of  introducing  this  is  to  show  that  the  inter- 
national production  control  members  only  controlled  about  half  or  a 
little  less  than  half  of  the  world  production. 

Mr.  Stannard.  I  agree  with  you  on  that,  but  if  you  put  in  Russia 
and  Japanese  production,  we  figure  it  controlled  considerably  uiider 
50  percent  of  the  production  outside  of  the  United  States.  My 
figures  are  46  percent. 

The  Chairman.  Let's  get  this  cleared  up,  please,  Mr.  ScoU. 

Mr.  Scoll.  The  disagreement,  Senator,  involves  a  few  percent, 
depending  upon  whether  or  not  Russia  and  Japan  e^ould  be  included 
in  the  total,  and  I  think  for  our  purposes,  we  are  pt-i-fectly  willing  to 
concede  that  the  percentage  may  have  varied  somwhat  from  the 
figures  shown  on  the  table. 

The  Chairman.  This  table  does  not  include  Russia  and  Japan 

Mr.  Scoll.  The  table  includes  Russia  under  one  figure  of  50  percent 
in  1935,  which  I  read,  and  also  Japan.     Then  in  another  figure  we 
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have  shown  the  percentage  of  '35  as  53  percent,  an  increase  of  3  ])er- 
cent,  by  excluding  Russia. 

Now,  the  Committee  can  take  either  one  of  those  figures. 

The  Chairman.  Are  both  figures  on  the  table? 

Mr.  ScoLL.  Both  are  on  the  table,     Japan  is  also  included. 

The  Chairman.  The  members  of  this  international  group  controlled 
how  much  of  world  production,  excluding  Russia  and  Japan? 

Mr.  ScoLL.  We  are  talking  only  of  foreign  production. 

The  Chairman.  All  right,  of  foreign  production;  how  much? 

Mr.  ScoLL.  If  we  excluded  Russia,  and  included  Japan,  it  would 
be  53  percent. 

The  Chairman.  Is  that  your  understanding,  Mr.  Stannard? 

Mr.  Stannard.  That  is  what  we  actually  produced,  you-^mean, 
Mr.  ScoU. 

Mr.  ScoLL.  That  is  production;  that  is  not  sales. 

Mr.  Stannard,  That  would  be  approximately  correct. 

The  Chairman.  Now,  then,  what  would  be  the  figure,  including 
Russia? 

Mr.  ScoLL.  If  we  included  Russia,  the  figure  would  be  50  percent, 
and  I  should  state  that  we  are  talking  now  about  1935,  when  the 
agreement  was  made. 

The  Chairman.  Is  that  your  understanding,  Mr.  Stannard? 

Mr.  Stannard.  Fairly  close  to  that.  I  haven's  any  real  disagree- 
ment with  these  percentages. 

The  Chairman.  That  clears  up  the  apparent  disagreement,  does  it? 

Mr.  ScoLL.  I  would  like  to  read  to  the  committee  a  verj^  brief 
excerpt  from  the  Memorandum  of  Provisions  Covering  Curtailment 
and  Production  Control  of  African,  South  American,  and  European 
Producers,  dated  March  28,  1935.  That  is  the  memorandum  of  an 
agreement  that  was  adopted  by  the  members,  was  it  not? 

Mr.  Stannard.  That  is  correct. 

Mr.  ScoLL,  The  first  paragraph: 

Recital :  The  purpose  of  the  above  mentioned  producers  in  'participating  in  this 
memorandum  is  to  bring  about  better  conditions  in  the  production,  distribution 
and  marketing  of  copper,  throughout  the  world  outside  of  the  United  States,  and 
it  is  specifically  provided  that  none  of  the  terms  hereof  shall  apply  to  the  United 

States, 

I  would  like  to  offer  as  the  next  exhibit  this  memorandum  from 
which  I  have  just  quoted. 

The  Chairman.  It  may  be  received. 

(The  memorandum  referred  to  was  marked  "Exhibit  No.  2157"  and 
is  included  in  the  appendix  on  p.  13528.) 

Mr.  ScoLL.  A  quota  system  was  used,  I  believe,  to  allot  the  curtail- 
ment among  various  members,  was  it  not? 

Mr.  Stannard.  It  was. 

Mr.  ScoLL.  And  basic  tonnage  quotas  were  set  up  for  each 
participant. 

Mr.  Stannard.  That  is  correct. 

Mr.  ScoLL.  The  agreement  provided,  did  it  not,  that  the  sales 
should  be  made  as  far  as  possible  to  consumers  only. 

Mr.  Stannard.  That  is  correct. 

The  Chairman.  To  what  agreement  Are  you  referring? 

Mr.  ScoLL.  The  agreement  that  has  just  been  introduced  in  the 
record,  "Exhibit  No.  2157," 
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The  Chairman.  My  attention  was  diverted  when  you  were  dis- 
cussing this  agreement.     Was  it  identified  by  the  witness? 

Mr.  Stannard.  It  was. 

The  Chairman.  By  whom  was  it  prepared,  Mr.  Stannard? 

Mr.  Stannard.  It  was  prepared  in  our  office  in  New  York — that 
is — mimeographing  of  it  was  done  there.  During  the  month  of 
March  1935— we  had  I  would  imagine  10  or  12  meetings — and  this 
was  the  final  understanding  of  what  we  agreed  upon. 

The  Chairman.  And  has  the  agreement  been  introduced  in  evi- 
dence here  in  the  form  in  which  it  was  prepared  in  your  office? 

Mr.  Stannard.  It  has  been,  exactly. 

The  Chairman.  And  the  title  of  this  memorandum  was  prepared 
in  your  office  was  it?    Have  you  seen  the  title? 

Mr.  Stannard.  It  was  the  title  that  was  agreed  to  by  all  the 
participants  at  the  meeting. 

The  Chairman.  And  that  title  is  "Memorandum  of  Provisions 
Covering  Curtailment  and  Production  Control  of  African,  South 
American,  and  European  Producers"? 

Mr.  Stannard.  That  is  correct  and  that  is  aU  that  it  covered. 

The  Chairman.  I  notice  in  the  first  paragraph  which  is  entitled 
"Recital,"  it  is  stated  as  follows  "and  it  is  si)ecificaUy  provided  that 
none  of  the  terms  hereof  shall  apply  to  the  United  States."  Why  was 
that  phrase  put  in? 

Mr.  Stannard.  Because  this  covered  production  outside  of  the 
United  States;  it  had  no  reference  whatsoever  to  production  within 
the  United  States.  As  far  as  Kennecott  was  concerned,  it  was  our 
Braden  property  in  Chile  that  participated  in  this  understanding 
and  it  referred  only  to  Chilean  production.  The  same  applied  to  the 
Chile  Copper  Co.,  Andes,  and  Greene  Cananea,  whose  properties  are 
in  Chile  and  in  Mexico — all  are  subsidiaries  of  Anaconda. 

The  Chairman.  Would  it  be  proper  to  say  that  you  were  making 
it  clear  that  you  were  not  doing  anything  with  respect  to  production 
control  in  the  United  States  that  might  be  condemned  by  the  Sherman 
antitrust  law? 

Mr.  Stannard.  That  is  correct.  And  I  would  like  to  point  out. 
away  from  any  price  control;  each  of  the  participants  kept  its  own 
selling  agency  in  Europe,  and  there  was  the  same  competition  as 
before  in  keeping  oiPtlets. 

The  Chairman.  In  other  words,  you  were  careful  to  confine  this 
agreement  to  the  regulation  of  production  and  not  to  the  control  of 
price? 

Mr.  Stannard.  That  is  true. 

The  Chairman.  Of  course,  the  regulation  of  production  would 
necessarily  affect  the  price,  would  it  not? 

Mr.  Stannard.  Perhaps  slightly.  When  we  started  these  dis- 
cussions copper  in  Europe  was  seeing  at  say  6.7  cents  per  pound.  It 
was  the  first  time  we  had  assembled  a  group  of  producers  whose  ores 
were  devoid  of  precious  metals.  In  other  words,  we  were  simply 
copper  producers  and  had  as  common  competitors  in  the  market 
abroad  all  of  the  Canadian  production,  Peruvian  production  and 
various  other  production  containing  lots  of  precious  metal  values  to 
help  pay  the  cost  of  operation.  Being  in  about  the  same  cost  bracket, 
it  was  a  rather  logical  set-up.  We  hoped  through  arriving  at  a  com- 
mon imderstanding  that  we  would  avoid  additional  plant  installations 
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because  if  one  party  increased  its  plants — put  in  more  capital — then 
the  others  would  have  to  follow  and  we  would  finally  come  down  to  a 
price  of  copper  abroad  which  would  be  ruinous  to  all  of  us;  these  five 
main  participants  probably  had  in  the  neighborhood  of  half  a  billion 
dollars  tied  up  in  their  copper  investments  in  Rhodesia,  Africa,  and 
Chil^. 

The  Chairman.  In  other  words,  the  puroose  was  to  afTect  the 
price? 

Mr.  Stannard.  It  was  not  to  affect  the  price  upward,  it  was 

The  Chairman  (interposing).  To  prevent  a  disastrous  decline? 

Mr.  Stannard.  That's  it  exactly.     There  is  quite  a  distinction. 

The  Chairman.  In  other  words,  the  distinction  that  you  are  trying 
to  make  to  the  committee  is  that  the  purpose  of  this  agreement  was 
to  save  the  industry  and  not  to  exploit  the  consumer. 

Mr.  Stannard.  That  is  exactly  correct. 

The  Chairman.  Well  now,  did  it  have  the  effect  to  raise  the  price? 

Mr.  Stannard.  It  happened  that  this  agreement  became  partiallv 
effective  in  May  1935,  and  fully  effective  in  June  1935.  The  N.  R.  A. 
ended  at  the  end  of  May  1935  and  business  picked  up  very  decidedly 
in  this  country  beginning  about  the  10th  of  July  1935.  From  that 
time  on  there  was  an  ascending  cycle  of  business  here-  which  un- 
doubtedly had  its  effect  on  the  copper  markets  outside  of  the  United 
States  because  automatically  as  business  got  better  here  exports 
stopped  going  to  Europe  and  that  meant  less  copper  on  the  European 
market.  At  that  same  time  a  cycle  of  business  improvement  started 
in  Europe;  and  generally  speaking,  that  cycle,  insofar  as  concerns 
copper,  continued  right  along  through  1936,  1937,  1938,  and  1939.  In 
other  words,  due  to  preparations  for  war,  the  consumption  of  copper 
abroad  increased  continuously,  you  might  say,  during  that  period, 
and  even  though  we  had  not  had  this  imderstanding  as  regards  pro- 
duction, I  believe  the  trend  of  prices  would  have  been  exactly  the 
same. 

The  Chairman.  What  was  the  attitude  of  the  foreign  producers 
who  entered  this  agreement  with  respect  to  the  exclusion  of  United 
States  properties  from  its  terms? 

Mr.  Stannard.  I  don't  just  get  your  point. 
'  The  Chairman.  Well,  you  invited  European  producers  to  enter 
into  a  production  and  curtailment  program. 

Mr.  Stannard.  We  didn't  invite  the  European  producers;  they 
invited  Mr.  Kelley  and  myself  and  the  interests  we  represented  to 
join  with  them. 

The  Chairman.  I  see.  All  right,  they  invited  you  to  come  in, 
and  then  you  wrote  into  this  agreement  the  exclusion,  the  specific 
exclusion,  of  the  United  States.  What  was  their  attitude  toward 
that  provision? 

Mr.  Stannard.-  In  the  meantime.  Congress  had  put  a  4-cent  tariff 
on  copper  coming  into  the  United  States,  and  as  a  result  of  that  tariff 
the  copper  world  was  divided  into  two  parts,  the  ins  and  the  outs, 
a;nd  the  people  who  were  in  this  Agreement  here 

The  Chairman  (interposing).  Whiph  were  the  ins  and  which  were 
the  outs? 

Mr.  Stannard.  I  should  say  those  inside  the  United  States  were 
|:h8  ins,  so  to  speak.  The  rest  of  them  were  the  outs.  The  people 
^K)  participated  in  this  cooperative  agreement  were  people  with 
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production  entirely  outside  the  United  States;  their  copper  couldn't 
come  into  this  market  and  with  the  market  in  Europe  more  or  less 
limited  we  had  to  meet  the  competitioai  there,  particularly  of  Canada, 
which  worried  all  of  us  very  much. 

The  Chairman.  What  I  wanted  to  know  is  whether  there  was  any 
objection  upon  the  part  of  these  European  producer^  to  this  clause 
which  you  wrote  into  the  preliminary  recital:  "It  is  specifically  pro- 
vided that  none  of  the  terms  hereof  shall  apply  to  the  United  States." 

Air.  Stannard.  There  was  no  objection  on  the  part  of  the  Rhodesian 
or  Belgian  producers. 

The  Chairman.  They  were  not  concerned,  then,  about  the  effect  of 
American  production  upon  the  foreign  market? 

Mr.  Stannard.  They  were  not  particularly  concerned  about  it, 
Senator.  As  I  stated,  they  asked  as  to  Kennecott's  position  respecting 
exports  to  the  foreign  market,  and  I  told  them  that  our  stocks  of 
copper  here  were  already  fairly  well  reduced,  and  as  a  general  prin- 
ciple we  would  not  export  much  copper  to  the  European  market. 
As  I  told  you,  our  decision  in  that  matter  was  largely  determined  by 
our  fear  that  there  would  be  a  tariff  put  on  copper  in  England,  which 
would  exclude  all  American  copper  as  well  as  South  American  copper, 
following  which  France  would  give  preference  to  Belgian  copper  and  our 
operations  everywhere  would  be  greatly  harmed  by  such  developments. 

The  Chairman.  Was  I  mistaken  in  getting  the  impression  that 
American  production — ^by  that  I  mean  the  United  States  production — 
was  or  has  been  about  equal  to  American  demand? 

Mr.  Stannard.  It  has  varied  a  great  deal.  At  the  bottom  of  the 
depression  the  actual  consumption  of  copper  within  the  United  States 
got  down  to  a  low  of  about  18,000  tons  per  month.  At  the  peak  of 
the  business  rise  in  1937,  which  I  think  was  in  March,  the  consumption 
of  copper  rose  to  eighty-seven  thousand-odd  tons.  From  a  top  of 
87,000  to  a  bottom  of  18,000  tons  per  month  is  a  wide  variation.  The 
total  productive  capacity  of  the  United  States  is  about  90,000  tons 
per  month,  I  would  say.  The  average  consumption  of  copper  within 
the  United  States  over  the  past  4  or  5  years  has  probably  been  around 
fifty-five  to  sixty  thousand  tons  per  month.  Therefore  on  the  average, 
the  consumption  of  copper  in  the  United  States  has  represented 
about  60  to  65  percent  of  th*e  productive  capacity  of  the  United  States. 

The  Chairman.  Now,  there  was  an  active  demand  from  the  copper- 
producing  States,  notably  Arizona  and  Montana,  for  this  excise  tax, 
was  there  not? 

Mr.  Stannard.  There  was. 

The  Chairman.  And  that  was  promoted,  I  presume,  by  a  fear  that 
foreign  copper — that  is,  copper  produced  by  the  outs — would  take  our 
domestic  market  to  the  disadvantage  of  the  mines  in  the  United  States, 
or  at  least  of  the  miners. 

Mr.  Stannard.  That  is  true. 

The  Chairman.  And  what  was  the  attitude  of  the  producing  com- 
panies with  respect  to  the  tariff? 

Mr.  Stannard.  Kennecott  took  no  position. 

The  Chairman.  It  was  neutral  also,  as  Mr.  Kelley  said? 

Mr.  Stannard.  We  were  neutral  also. 

The  Chairman.  As  a  matter  of  fact,  the  tariff  was  promoted  rather 
by  the  laborers,  the  miners,  than  by  the  producing  companies,  was 
it  not? 
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Mr.  Stannard.  I  think  it  was  promoted  by  both  the  producing 
companies  and  the  miners. 

Mr.  ScoLL.  Certain  producing  companies? 

Mr.  Stannard.  Certain  producing  companies. 

The  Chairman.  Were  Anaconda  and  Kennecott  occupying  neutral 
positions? 

'  Mr.  Stannard.  There  may  have  been  on^e  or  two  others,  perhaps, 
who  were  more  or  less  neutral.  I  am  not  sure  about  it,  because  we 
didn't  participate  in  any  of  those  meetings. 

The  Chairman.  Woiild  it  be  proper  to  infer  that  the  neutrals  were 
those  who  had  foreign  properties? 

Mr.  Stannard.  We  both  did  have  foreign  properties;  yes. 

The  Chairman.  That  inference  would  be  substantially  correct, 
would  it  not? 

Mr.  Stannard.  Yes;  I  think  it  would  be. 

Mr.  ScoLL.  Generally  speaking,  to  continue  the  line  of  discussion 
on  one  further  point,  the  effect  on  prices  of  a  tariff  imposed  by  the 
Government  is  just  about  the  same  as  a  production  control  put  on 
by  the  industry,  isn't  it? 

Mr.  Stannard.  No;  I  do  not  think  it  is  the  same  thing  at  all, 

Mr.  ScoLL.  It  produces  the  same  effect. 

Mr.  Stannard.  No,  I  don't  think  that  is  true,  Mr.  ScoU. 

Dr.  Lubin.  Mr.  Scoll,  may  I  ask  Mr.  Stannard  one  question? 
There  was  nothing  in  this  agreement  to  prevent  any  foreign  producer 
from  selling  all  the  copper  he  wanted  to  in  the  United  States  if  he  could 
sell  it  over  the  tariff  and  still  come  out? 

Mr.  Stannard.  Absolutely  not.  There  was  no  restriction  on  any 
of  the  participants  in  this  agreement,  there  was  no  allocation  of 
territoiy,  there  was  no  price  control;  we  could  sell  any  place  in  the 
world  we  wanted  to  sell. 

Dr.  Lubin.  Well,  copper  mining  is  what  one  might  characterize  a 
decreasing  cost  industry,  in  the  sense  if  you  operate  at  50  percent  your 
unit  cost  is  much  higher  than  if  you  operate  at  70,  80,  or  90  percent. 

Mr.  Stannard.  It  is  somewhat  higher;  it  varies  a  great  deal  with 
different  properties. 

Dr.  Lubin.  But  in  terms  of  your  unit  cost,  would  the  unit  cost  tend 
to  go  down  as  you  get  closer,  well,  let's  say  as  you  get  farther  and 
farther  away  from  40  to  50  percent  capacity? 

Mr.  Stannard.  Yes,  the  costs  go  down  when  you  get  above  50 
percent  and  they  go  up  when  you  produce  under  50  percent. 

Dr.  Lubin.  So  that  in  reality,  then,  by  limiting  the  output  of  these 
competitive  mines  abroad  you  in  a  sense  fixed  their  costs  or  at  least 
their  [costs  from  going  down,  which  in  a  sense  made  it  less  profit- 
able for  them  to  try  to  sell  copper  in  the  United  States,  didn't  it? 

Mr.  Stannard.  With  a  tariff  wall  of  4  cents  per  pound  they  could 
not  have  sold  copper  in  the  United  States;  it  would  have  been  a  losing 
proposition  for  them. 

Dr.  liUBiN.  You  don't  think  that  any  of  those  people,  if  they  were 
operating  at  maximum  efficiency  at  the  point  of  lowest  cost,  could  get 
over  that  tariff  wall? 

Mr.  Stannard.  I  would  not  think  so. 

Mr.  Scoll.  As  a  matter  of  fact,  Mr.  Stannard,  didn't  the  control 
committee  at  its  meeting  on  July  15, 1935,  agree  that  it  would  exchange 
information  with  a  view  to  avoiding  price  cutting? 
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Mr.  Stannard.  They  had  one  meeting  abroad  and  it  was  agreed 
that  they  would  exchange  information.  But,  as  a  matter  of  fact, 
practically  nothing  was  done  in  the  way  of  any  agreement  as  to  prices. 
There  were  two  or  three  producers  of  best  select  copper,  and  I  think, 
they  agreed — Mr.  Ulrich  representing  our  company — that  they  would 
make  a  price  differential  of  5  shillings  or  1 0  shillings  on  certain  shapes. 
That  was  the  only  thing  done,  and  it  was  not  in  reference  to  copper 
as  a  whole. 

Mr.  ScoLL.  Have  you  got  the  minutes  of  that  meeting  before  you? 

Mr.  Stannard.  I  have  the  minutes  before  me,  Mr.  Scoll. 

Mr.  Scoll.  Well,  you  notice  on  page  2  of  the  minutes  it  states 
(paragraph  8): 

It  was  agreed  that  the  representatives  of  the  various  producers  shall  cooperate 
by  exchanging  information  with  a  view  to  avoiding  price  cutting. 

Mr.  Stannard.  I  see  that. 

Mr.  Scoll.  What  did  that  have  reference  to? 

Mr.  Stannard,.  At  that  time  it  was  thought  advisable  to  have  the 
sales  representatives  of  the  different  companies  in  Europe  report  their 
sales  to  a  common  agency.  Sales  were  reported  to  an  office  in  Brussels 
and  that  office,  in  trurn  cabled  daily  to  the  office  in  New  York  stating 
the  tonnage  sdld  during  the  day  and  the  price  at  which  it  was  sold. 

Mr.  Scoll.  This  meeting/ July  15  took  place  after  the  break-up  of 
the  N.  R.  A.?    -  "^ 

Mr.  Stannard.  That  took  place  after  the  br'eak-up. 

Mr.  Scoll.  Was  there  any  concern  among  the  members  that  the 
N.  R.  A.  break-up  might  result  in  price  cutting  and  interfere  with  the 
operation? 

Mr.  Stannard.  I  do  not  believe  there  was  any  concern  about  it. 

1  think  the  American  representatives  at  that  meeting  thought  the 
break-up  of  N.  R.  A.  was  going  to  be  a  good  thing  for  industry  generally 
in  the  United  States. 

Mr.  Scoll.  I  would  like  to  introduce  into  the  record  at  this  time  a 
copy  of  the  minutes  of  the  meeting  held  at  London,  July  15,  1935. 

The  Chairman.  The  exhibit  may  be  received. 

(The  minutes  referred  to  were  marked  "Exhibit  No.  2158"  and  are 
included  in  the  appendix  on  p.  13533.) 

The  Chairman.  Mr.  Scoll,  it  is  now  afternoon,  the  roll  has  just  been 
called  in  the  Senate.     WouljlAis  be  a  satisfactory  place  to  recess  until 

2  o'clock  this  afternoon? 
Mr.  Scoll.  Yes,  sir. 

The  Chairman.  The  committee  will  stand  in  recess  until  2  o'clock 
this  afternoon. 

(Whereupon,  at  12:10  p.  m.  the  committee  recessed  until  2  p.  m.  of 
the  same  day.) 

AFTERNOON    SESSION 

The  committee  resumed  at  2:15  p.  m.  upon  expiration  of  the  recess. 

The  Chairman.  The  committee  will  come  to  order,  please. 

Mr.  Scoll,  are  you  ready  to  proceed? 

Mr.  Scoll.  Yes,-  sir. 

The  Chairman.  Before  you  proceed,  the  chairman  is  going  to  take 
the  liberty  of  putting  in  the  record  the  Capper- Volstead  Act,  to  which 
reference  has  been  made  from  time  to  time  during  the  hearings.     Mr. 
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Kelley  referred  to  it  yesterday  and  Mr.  Stannard  referred  to  it  today. 
Inasmuch  as  this  was  an  act  to  authorize  certain  producers  of  agri- 
cultural products  to  form  associations,  and  inasmuch  as  the  sugges- 
tion has  been  made  that  similar  permissions  should  be  extended  to 
the  producers  of  industrial  products,  and  inasmuch  as  it  deals  with 
the  subject  matter  of  this  committee's  study,  it  occurred  to  the  chair- 
man that  it  would  be  of  interest  to  all  members  of  the  committee  and 
to  all  who  read  the  record. 

The  Capper- Volstead  Act  was  approved  February  18,  1922.  It  is 
a  short  act,  perhaps  it  might  be  appropriate  to  read  it. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  oj  the  United  States  of 
America  in  Congress  assembled,  That  persons  engaged  in  the  production  of  agri- 
cultural products  as  farmers,  planters,  ranchmen,  dairymen,  nut  or  fruit  growers 
may  act  together  in  associations,  corporate  or  otherwise,  with  or  without  capital 
stock,  in  collectively  processing,  preparing  for  market,  handling,  and  marketing 
in  interstate  and  foreign  commerce,  such  products  of  persons  so  engaged.  Such 
associations  may  have  marketing  agencies  in  common;  and  such  associations  and 
their  members  may  make  the  necessary  contracts  and  agreements  to  effect  such 
purposes:  Provided  however,  That  such  associations  are  operated  for  the  mutual 
benefit  of  the  members  thereof,  as  such  producers,  and  conform  to  one  or  both 
of  the  following  requirements: 

First.  That  no  member  of  the  association  is  allowed  more  than  one  vote  be- 
cause of  the  amount  of  stock  or  membership  capital  he  may  own  therein,  or, 

Second.  That  the  association  does  not  pay  dividends  on  stock  or  membership 
capital  in  excess  of  8  per  centum  per  annum. 

And  in  any  case  to  the  following: 

Third.  That  the  association  shall  not  deal  in  the  products  of  non-members  to 
an  amount  greater  in  value  than  such  as  are  handled  by  it  for  members. 

Sec.  2.  That  if  the  Secretary  of  Agriculture  shall  have  reason  to  believe  that 
any  such  association  monopolizes  or  restrains  trade  in  interstate  or  foreign  com- 
merce to  such  an  extent  that  the  price  of  any  agricultural  product  is  unduly 
enhanced  by  reason  thereof,  he  shall  serve  upon  such  association  a  complaint 
stating  his  charge  in  that  respect,  to  which  complaint  shall  be  attached,  or  con- 
tained therein,  a  notice  of  hearing,  specifying  a  day  and  place  not  less  than  thirty 
days  after  the  service  thereof,  requiring  the  association  to  show  capse  why  an 
order  should  not  be  made  directing  it  to  cease  and  desist  from  monopolization  or 
restraint  of  trade.  An  association  so  complained  of  may  at  the  time  and  place  so 
fixed  show  cause  why  such  order  should  not  be  entered.  The  evidence  given. on 
such  a  hearing  shall  be  taken  undf^^  such  rules  and  regulations  as  the  Secretary  of 
Agriculture  may  prescribe,  reduced  to  writing,^and  made  a  part  of  the  record 
therein.  If  upon  such  hearing  the  Secretary  of  Agriculture  shall  be  of  the  opinion 
that  such  association  monopolizes  or  restrains  trade  in  interestate  or  foreign 
commerce  to  such  an  extent  that  the  price  of  any  agricultural  product  is  unduly 
enhanced  thereby,  he  shall  issue  and  cause  to  be  served  upon  the  association  an 
order  reciting  the  facts  found  by  him,  directing  such  association  to  cease  and 
desist  from  monopolization  or  restraint  of  trade.  On  the  request  of  such  asso- 
ciation or  if  such  association  fails  or  neglects  for  thirty  days  to  obey  such  order, 
the  Secretary  of  Agriculture  shall  file  in  the  district  court  in  the  judicial  district 
in  which  such  association  has  its  principal  place  of  business  a  certified  copy  of  the 
order  and  of  all  the  records  in  the  proceeding,  together  with  a~petition  asking  that 
the  order  be  enforced,  and  shall  give  notice  to  the  Attorney  General  and  to  said 
association  of  such  filing.  Such  district  court  shall  thereupon  have  jurisdiction 
vo  enter  a  decree  aflBrming,  modifying,  or  setting  aside  said  order,  or  enter  such 
other  decree  as  the  court  may  deem  equitable,  and  may  make  rule^  as  to  pleadings 
and  proceedings  to  be  had  in  considering  such  order.  The  place  of  trial  may,  for 
cause  or  by  consent  of  parties,  be  changed  as  in  other  causes. 

The  facts  fdund±)y  the  Secretary  of  Agriculture  and  recited  or  set  forth  in  said 
order  shall  be  prima  facie  evidence,  of  such  facts,  but  either  party  may  adduce 
additional  evidence.  The '  Department  of  Justice  shall  have  charge  of  the  en- 
forcement of  such  order.  After  the  order  is  so  filed  in  such  district  court  and  while 
pending  for  review  thereiij  t\e  court  may  issue  a  temporary  writ  of  injunction 
forbidding  such  association  from  violating'  such  order  or  any  part  thereof.  The 
court  may,  upon  conclusion  of  its  hearing,  enforce  its  decree  by  a  permanent 
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njunction  or  other  appropriate  remedy.  Service  of  such  complaint  and  of  all 
notices  may  be  made  upon  such  association  by  service  upon  any  officer  or  agent 
thereof  engaged  in  carrying  on  its  business,  or  on  any  attorney  authorized  to 
appear  in  such  proceeding  for  such  association,  and^such  service  shall  be  binding 
upon  such  association,  the  officers,  and  members  thereof. 

The  Chairman.  This  bill,  which  was  finally  passed,  was  the  House 
bill.  A  report  was  submitted  on  that  bill  from  the  Committee  on  the 
Judiciary  in  the  House  of  Representatives  on  April  26,  1921,  by 
Congressman  Volstead.  It  was  report  No.  24  (Sixty-seventh  Cong., 
1st.  sess.).  The  report  also  is  a  short  one  and  I  shall  ask  that  that 
also  be  incorporated  in  the  record  but  I  won't  undertake  to  read  it.^ 

The  bill  was  reported  in  the  Senate  by  Senator  Walsh  of  Montana. 

Also  from  the  Committee  on  the  Judiciary  of  the  Senate,  this  is 
report  No.  236  of  the  first  session  of  the  Sixty-seventh  Congress.  I 
shall  also  ask  that  this  brief  report  be  printed  in  the  record.^ 

I  may  call  attention  to  what  would  seem  to  me  to  be  very  interesting 
paragraphs  of  this  report  [readingl: 

Inasmuch  as  it  is  utterly  impossible  to  establish  a  monopoly  of  any  of  the 
ordinary  farm  products,  cereals,  cotton,  livestock,  etc.,  an  inhibition  of  monopoly 
must  be  unobjectionable  to  the  producers  of  such.  Moreover,  your  committee  is 
entirely  satisfied  that  they  have  no  desire  or  purpose  to  establish  a  monopoly. 
Why  anyone  should  insist  under  these  circumstances,  on  the  enactment  of  a  law 
which,  in  terms,  would  authorize  them  to  do  so,  your  committee  finds  it  impossible 
to  understand. 

This  remark  of  the  report  was  in  support  of  an  amendment  added 
to  the  bill  in  the  Senate  to  forbid  monopoly. 

Then  there  was  a  second  paragraph  which  is  of  interest  when  one 
takes  into  consideration  various  milk  organizations  [reading  further]: 

It  is  possible,  however,  to  establish  a  monopoly  with  respect  to  farm  products 
which  can  be  produced  profitably  only  in  a  very  limited  area,  or  in  the  case  of 
highly  perishable  products,  like  milk,  which  will  not  stand  shipment  long  distances. 
It  would  not  be  in  the  public  interest,  your  committee  believes,  to  permit  aU 
producers  of  milk  within  the  area  from  which  one  of  our  great  cities  is  supplied 
to  effect  a  single  organization  having  thus  a  monopoly  which  might  or  might  not 
be  utilized  to  exact  extortionate  prices  of  coi^umers.  Your  committee  sees  no 
good  reason  why  two,  three,  a  half  dozen,  or  a  dozen  cooperative  associations 
might  not  properly  be  organized  for  the  purpose  of  supplying  a  city  with  its  milk, 
nor  why,  in  the  case  of  raisins,  for  instance,  produced  only  within  a  limited  area 
in  the  State  of  California,  a  monopolistic  organization  should  be  permitted  and 
encouraged,  rather  than  two  or  three  cooperative  associations  organized  and 
operating  on  similar  lines. 

I  ask  the  pardon  of  the  committee  for  taking  the  time,  but  I  rather 
imagine  that  the  law  and  these  two  reports  will  be  of  great  interest  to 
all  who  are  following  these  hearings. 

Mr.  ScoLL.  At  this  time,  Senator,  I  should  like  to  file  with  the 
committee  certain  tables  which  were  received  from  the  Copper  Insti- 
tute too  late  to  be  analyzed  in  the  form  of  a  chart.  These  tables  are 
"Blister  Output — 1937,  by  all  U.  S.  Smelters,"  and  "Refinery  Output — 
1937,  by  all  U.  S.  Refineries,"  and  "Sales  During  1937  of  Refined 
Copper  Produced  or  Treated  in  U.  S.  A." 
.  I  would  like  to  have  those  filed,  no't  introduced  into  the  record. 

The  Chairman.  They  will  be  so  ordered. 

Mr.  ScoLL.  Mr.  Stannard,  were  any  meetings  of  the  control 
committee  held  after  July  15,  1935,  to  your  recollection? 

'  See  appendix,  p.  13579. 
•Ibid.,  p.  13581. 
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Mr.  Stannard.  No,  that  was  the  only  rnccthig  ever  held. 

Mr.  ScoLL.  The  agreement  provided  for  the  scttmg  up  of  a  statis- 
tical agency — was  that  ever  undertaken? 

Mr.  Stannard.  Only  in  connection  with  Mr.  Eckert.  He  was 
given  figures  relative  to  the  monthly  production  of  each  member  of 
the  cooperative  group,  and  in  turn  issued  reports  the  middle  and  the 
end  of  each  month  informing  all  members  as  to  the  production  of  each 
member  of  the  group  and  of  the  group  as  a  whole. 

Mr.  ScoLL.  Now,  the  agreement  provided  that  quotas  might  be 
changed  from  time  to  time  and  they  were  so  changed,  were  they  not? 

Mr.  Stannard.  They  were  changed  in  the  period  of  the  original 
agreement  which  expired 

Mr.  ScoLL  (interposing).  Excuse  me,  I  won't  ask  you  to  go  into 
the  details. 

Mr.  Stannard.  Yes;  they  were  changed. 

Mr.  ScoLL.  I  would  like  to  introduce  at  this  time  a  chart  and 
supporting  table  showing  "Foreign  Copper  Before  and  After  the 
International  Agreement  of  1935,  Monthly,  1933-39."    , 

This  chart  and  the  tables  were  prepared  by  the  staff  of  the  T.  E.  N.  C.;' 
the  source  of  the  information  is  shown  on  the  chart.  Before  introduc- 
ing it,  I  might  describe  it  briefly.  It  shows  the  prices,  quotas, 
production,  sales,  and  exports  of  the  world  producers.  United  States 
and  foreign,  under  the  agreement  and  prior  to  its  adoption.  The 
quotas  shown  on  the  chart  are  based  on  the  supporting  table.  Briefly, 
if  the  committee  will  examine  the  curve  shown  thereon,  it  will  see 
that  the  quotas  were  first  increased  about  August  1936;  that  the  price 
began  to  rise,  and  as  the  price  continued  to  rise,  the  quotas  were 
increased  accordingly,  and  finally  the  quotas  were  removed  entirely 
at  the  end  of  1936,  after  which  the  price — and  I  am  referring  to  the 
London  price — rose  to  above  15  cents.  I  would  like  to  offer  this 
as  an  exhibit. 

(Representative  Williams,  assumed  the  Chair.) 

Acting  Chairman  Williams.  This  may  be  received. 

(The  chart  and  tables  referred  to  were  marked  "Exhibit  No.  2159" 
and  are  included  in  the  appendix  on  p.  13534.) 

Mr.  ScoLL.  Was  there  an-^understanding  among  the  members  to 
the  production  control  agreement  that  quotas  would  be  removed 
entirely  if  the  London  price  reached  a  certain  point? 

Mr.  Stannard.  It  was  the  consensus  of  opinion  that  if  the  price 
went  above,  let  us  say,  £45  for  standard  copper,  all  restrictions  ought 
to  be  removed. 

Mr.  ScoLL.  Now,  was  war  buying  a  factor  that  the  committee  took 
into  consideration  in  changing  the  quotas  from  time  to  time? 

Mr.  Stannard.  Yes;  Europe  was  considerably  affected  by  buying 
for  munitions  and  military  purposes. 

Mr.  ScoLL.  Were  any  changes  in  the  quotas  based  upon  informa- 
tion which  the  members  had  of  pending  purchases  by  governments? 

Mr.  Stannard.  No,  not  that  I  ever  heard  of. 

Mr.  ScoLL.  The  changes  were  just  made,  then,  in  response  to  what 
the  observed  prices  were  on  the  London  market? 

Mr.  Stannard.  Prices  and  consumption. 

Mr.  ScoLL.  By  "consumption"  yon  mean 

Mr.  Stannard  (interposing).  Deliveries  to  customers. 
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Mr.  ScoLL.  You  said  before  that  the  committee  did  not  meet  after 
July  1935.     How  were  the  quotas  changed  after  that  date? 

Mr.  Stannard.  If  either  Mr.  Kelley  or  myself  on  this  side,  or  any 
one  of  the  three  control  members  on  the  other  side  felt  that  the  quota 
should  be  increased  or  decreased,  he  would  get  in  touch  with  some 
other  member  of  the  group  of  five,  usually  by  telephone,  and  would 
discuss  the  matter;  the  foreign  members  might  have  a  meeting  abroad 
and  we  have  one  here ;  usually  we  would  be  pretty  much  in  agreement 
as  to  increasing  or  decreasing  the  quotas.  Such  matters  were  handled 
entirely  by  telephone. 

Mr.  ScoLL.  When  the  agreement  expired  in  jJune — I  believe  the 
30th,  1938— was  it  renewed? 

Mr.  Stannard.  It  was  renewed,  and  at  that  time  an  additional 
quota  was  given  to  Rhokana. 

(Senator  O'Mahoriey  resumed  the  chair.) 

Mr.  ScoLL.  All  of  the  participants  were  apparently  pretty  well  satis- 
fied with  the  way  it  worked,  were  they  not? 

Mr.  Stannard.  They  were. 

Mr.  ScoLL.  Was  the  success  of  the  agreement  due  in' part  to  the 
improvement  in  the  copper  situation  of  1935  to  1939? 

Mr.  Stannard.  I  do  not  think  so;* no. 

We  all  felt  that  such  an  association  was  generally  beneficial,  but 
no  one  believed  that  this  cooperative  arrangement  had  been  respon- 
sible for  a  great  improvement  in  the  copper  business. 

Mr.  ScoLL.  That  was  not  quite  the  point  of  my  question.  What 
I  meant  was,  didn't  the  increased  consumption  of  copper  and  the 
improved  prices  which  copper  brought  in  the  world  market  have 
some  bearing  on  the  success  of  the  arrangement? 

Mr.  Stannard,  It  had  a  very  decided  bearing  on  the  success  of  it. 
If  consumption  had  been  downward  instead  of  upward  during  that 
period  of  3K  years  the  arrangement  might  have  broken  up  in  a  short 
time. 

Mr.  ScoLL.  I  would  like  to  offer  at  this  time  a  table  entitled, 
"U.  S.  Exports  of  Duty  Free  Copper  by  Various  Classes  of  Exporters, 
Monthly,  1935-39." 

This  was  prepared  by  Mr.  R.  R.  Eckert,  secretary  of  the  Copper 
Institute,  for  the  committee  at  the  request  of  members  of  the  staff. 
I  might  explain  the  use  of  the  term  "duty  free"  as  I  understand  it. 
What  it  covers  is  all  domestic  and  refined  copper,  plus  any  previous 
imports  of  duty-free  copper.  That  would  include  duty-free  copper 
from  Cuba,  but  no  other  copper  from  any  other  country. 

The  Chairman.  The  exhibit  may  be  received. 

(The  table  referred  to  was  marked  "Exhibit  No.  2160"  and  is 
included  in  the  appendix  on  p.  13537.) 

Mr.  ScoLL.  There  is  no  comment  that  I  wish  to  make  about  this 
table  except  to  point  out  that  Kennecott's  exports,  that  is,  exports  of 
domestic  copper,  stopped  in  June  1935,  and  did  not  resume  until 
August  1938,  which  bears  out  Mr.  Stannard's  statements. 

The  Chairman.  Have  you  any  comment,  Mr.  Stannard,  on  the 
chart? 

Mr.  Stannard.  No.  I  have  none. 

Mr.  ScoLL.  I  believe  I  asked  you  before  whether  there  were  any 
discussions  concerning  the;  taking  of  steps  that  might  be  necessary  to 
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prevent  price  cutting.     Was  there  any  cooperation  by  the  members  of 
this  agreement  during  its  existence  to  prevent  price  cutting? 

Mr.  Stannard.  I  do  not  think  so,  Mr.  Scoll,  except  as  I  explained 
this  morning.  In  the  case  of  fire-refined  copper,  there  were  only  two 
producers  and  the  question  was  whether  the  differential  on  fire-refined 
copper  should  be  20  or  25  points.     That  was  of  no  consequence. 

Mr.  Scoll.  Was  there  any  machinery  set  up  to  enforce  the  agree- 
ment? 

Mr.  Stannard.  Absolutely  none. 

Mr.  Scoll.  It  was  purely  voluntary? 

Mr.  Stannard.  Purely  voluntary. 

Mr.  Scoll.  There  was  no  trouble  about  it? 

Mr.  Stannard.  There  was  no  trouble  at  all. 

Mr.  Scoll.  The  agreement,  as  was  noted  before,  provided  for  direct 
sales  to  consumers.  The  purpose  of  that  of  course  was  to  eliminate 
sales  to  or  through  speculators  and  dealers? 

Mr.  Stannard.  That  is  correct. 

Mr.  Scoll.  And  what  steps  were  taken  by  the  members  to  avoid 
copper  from  getting  into  the  hands  of  specualtors  and  dealers? 

Mr.  Stannard.  We  sold  direct  to  the  consumer. 

Mr.  Scoll.  Now  how  could  you  keep  any  one  member  from  selling 
to  a  dealer  if  he  wanted  to? 

Mr.  Stannard.  Any  member  could  have  sold  to  a  dealer  had  he 
wanted  to,  but  the  general  thought  was  that  the  copper  industry 
would  be  better  off  it  kept  away  from  speculation. 

Mr.  Scoll.  Now  do  all  the  foreigners  agree  on  that  proposition? 

Mr.  Stannard.  Generally  speaking,  yes.  However,  there  is  a  lot 
of  copper  sold  through  the  London  Metal  Exchange. 

Mr.  Scoll.  Which  wasn't  sold  by  members  of  the  agreement? 

Mr.  Stannard.  Practically  none  of  it  was  sold  by  members  of  the 
agreement.  However,  at  one  time  in  1937,  when  the  price  of  copper 
was  getting  out  of  hand,  we  ourselves  sold  about  5,000  tons  on  the 
London  Metal  Exchange  with  the  idea  of  trying  to  break  the  fictitiously 
high  price;  that  was  the  only  time  that  we  have  sold  copper  on  the 
London  Metal  Exchange  in  many  years. 

The  Chairman.  When  you  speak  of  speculation,  Mr.  Stannard, 
what  do  you  mean? 

Mr.  Stannard.  I  mean  the  buying  of  copper  by  people  who  are 
not  directly  users  of  copper.  In  this  connection  I  was  told  that  in 
the  London  boom  of  1937  somewhere  between  100,000  and  150,000 
tons  of  copper  were  bought  through  the  London  Metal  Exchange  by 
amateur  white-collar  speculators.  They  were  all  speculating  and 
that  was  one  of  the  things  that  made  it  possible  for  the  price  of  copper 
to  get  entirely  out  of  hand  in  the  London  market. 

The  Chairman.  Well,  were  these  speculators  amateur  speculators 
or  amateurs  in  the  copper  industry? 

Mr.  Stannard.  They  were  amateurs  in  the  copper  industry. 

The  Chairman.  They  might  have  been  very  highly  professional 
speculators? 

Mr.  Stannard.  Some  of  them  may  have  been.  There  were  always 
professional  speculators  on  the  London  Metal  Exchange. 

The  Chairman.  You  are  referring  now  to  purchases  and  sales, 
probably,  too,  in  copper  by  persons  who  are  not  connected  with  the 
industry? 
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Mr.  Stannard.  Largely  so. 

The  Chairman.  Do  people  who  are  connected  with  the  industry 
also  speculate? 

Mr.  Stannard.  Some  few  do;  it  is  not  general,  however. 

The  Chairman.  What  is  the  attitude  of  the  industry  toward  specu- 
lation of  this  kind? 

Mr.  Stannard.  We  disapprove  of  it  and  in  New  York,  for  exam- 
ple, the  Commodity  Exchange  during  N.  R.  A.  days  was  practically 
put  out  of  business  as  far  as  copper  was  concerned.  After  the  N.  R.  A. 
expired  it  gradually  came  back  into  being  again.  It  is  my  personal 
belief  that  speculation  on  the  London  Exchange  and  on  the  New  York 
Commodity  Exchange  is  probably  responsible  for  much  wider  varia- 
tions in  the  prices  of  commodities  than  if  these  exchanges  did  not 
exist.  Take  copper  for  example:  If  the  fluctuation  in  copper  is  4 
cents  per  pound,  or,  let  us  say,  between  12^  cents  and  Sji  cents,  with 
the  commodity  exchanges,  then  without  the  commodity  exchanges  I 
think  the  fluctuation  would  be  very  much  narrower.  This  would  be 
a  great  help  to  consumers  since  it  would  lessen  the  inventory  prob- 
lem they  have  if  they  buy  copper  at  12  cents  and  it  goes  down  to  8. 
They  suffer  great  losses. 

The  Chairman.  In  your  opinion,  then,  it  would  be  a  great  benefit 
to  the  copper  industry  and  to  consumers  of  copper  if  the  commodity 
exchanges  could  be  prevented  from  speculating  or  permitting  specula- 
tion in  copper? 

Mr.  Stannard.  Generally  speaking,  yes. 

Mr.  ScoLL.  Senator,  we  are  going  to  discuss  the  function  of  the  com-, 
modity  exchange  and  prices  on  the  exch'ange  very  shortly. 

The  Chairman.  I  am  sorry;  I  am  always  jumping  ahead  of  you. 

Mr.  ScoLL.  Now  in  connection  with  the  direct  selling  were  you  able 
to  prevent  some  of  the  purchasers  of  copper  from  reselling  to  other 
purchasers  or  selling  to  dealers  in  times  when  it  was  profitable  to  do  so? 

Mr.  Stannard.  We  were  not  able  entirely  to  stop  that. 

Mr.  ScoLL.  But  you  were  able  to  stop  it  in  part? 

Mr.  Stannard.  In  part,  yes. 

Mr,  ScoLL.  Generally  because  you  knew  who  your  customers  were 
and  you  knew  what  their  requirements  were? 

Mr.  Stannard.  That  is  true. 

Mr.  ScoLL.  Now  did  the  direct  sales  policy  reduce  the  influence  of 
the  London  Metal  Exchange  on  the  foreign  price  during  the  period  of 
the  agreement? 

Mr.  Stannard.  I  think  it  did,  yes,  to  a  considerable  extent. 

Mr.  ScoLL.  Now  conversely,  what  effect  did  the  prices  on  the 
London  Metal  Exchange  during  1935  to  1939  hiave  on  the  prices  which 
the  members  of  the  agreement  received  for  their  copper? 

Mr.  Stannard,  The  speculation  on  the  London  Metal  Exchange 
resulted  in  the  members — well,  in  fact  resulted  in  all  copper  producei-s 
receiving  temporarily  a  much  better  price  for  their  copper. 

Mr.  ScoLL.  Did  the  trade-practice  committee  established  by  the 
agreement  ever  meet? 

Mr.  Stannard.  It  had  a  meeting  in  July  1935. 

Mr.  ScoLL.  According  to  article  6  of  the  agreement,  provision  was 
made  for  a  study  of  the  entire  problem  of  cooperative  marketing  of 
copper?    Was  such  a  study  prepared? 

Mr.  Stannard.  No;  it  was  not. 
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Mr.  ScoLL.  Have  you  anything  prepared  by  the  committee — trade- 
practice  committee — on  that  question?  I  presume  that  if  the  trade- 
practice  committee  had  prepared  a  report  or  made  any  recommenda- 
tion on  trade  practices  you  would  be  famihar  with  it? 

Mr.  Stannard.  I  would  be;  yes. 

Mr.  ScoLL.  What  happened  to  tjie  international  production  control 
agreement  on  the  outbreak  of  the  war  in  September? 

Mr.  Stannard.  It  was  understood  that  in  the  event  of  war  the 
whole  cooperative  arrangement  would  be  discontinued.  In  other 
words,  since  September  1  every  member  of  the  cooperating  group  has 
been  free  to  produce  at  will. 

Mr.  ScoLL.  And  the  agreement  is  no  longer  in  force  in  any  par- 
ticular? 

Mr.  Stannard.  The  agreement  is  no  longer  in  force  in  any  par- 
ticular. 

Mr.  ScoLL.  So  if  you  want  to  get  together  again  you  would  have  to 
make  a  new  agreement? 

Mr.  Stannard.  We  would  have  to  make  a  new  agreement. 

CURRENT    SITUATION    IN   THE    DOMESTIC    COPPER    INDUSTRY 

Mr.  ScoLL.  Now  the  history  of  the  various  cooperative  efforts  that 
we  have  reviewed  thus  far,  Mr.  Stannard,  naturally  raises  questions 
as  to  whether  any  informal  cooperation  has  more  recently  occurred 
Id  the  domestic  copper  industry.  I  would  like  to  ask  you  a  few  ques- 
tions along  that  line.  To  your  knowledge  have  any  individual  pro- 
ducers discussed  the  desirability  of  production  control  at  any  time 
since  the  N.  R.  A.? 

Mr.  Stannard.  I  do  not  remember  of  any  such  conferences. 

Mr.  ScoLL.  Have  there  been  any  conversations  uiformalljr  among 
producers  in  which  opioions  or  information  was  exchanged  with  refer- 
ence to  the  desirabihty  of  curtaihng  production? 

Mr.  Stannard.  I  don't  know  of  any,  Mr.  ScoU. 

Mr.  ScoLL.  I  am  referring  particularly  to  the  possibility  of  recent 
exchange  of  opinions  among  the  representatives  of  the  primary  pro- 
ducers. 

Mr.  Stannard.  I  am  sure  there  have  been  no  recent  discussions. 
_  Mr.  ScoLL.  Well  now,  you  do  discuss  from  time  to  time  the  stock 
situation  as  shown  by  the  figures  compiled  by  the  Copper  Institute, 
do  you  not? 

Mr,  Stannard.  Figures  were  turned  in  to  the  Copper  Institute 
every  month  up  to  August  1939.  Due  to  the  outbreak  of  war  we 
have  since  been  unable  to  get  foreign  statistics  and  therefore  discon- 
tinued issuing  all  statistics. 

Mr.  ScoLL.  Now  I  wasn't  referring  to  the  statistics  exactly,  but 
you  remember  "Exhibit  No.  2095,"  ^  which  we  introduced  yesterday, 
showing  the  trend  in  concentration  of  mine  production,  showed  that 
the  three  largest  producers  of  copper — with  Kennecott  the  largest 
and  including  Anaconda  and  Phelps  Dodge — produced  77.6  percent 
of  the  domestic  mine  output  in  1937.  Now  the  representatives  of 
these  three  companies,  that  is  you  and  Phelps  Dodge  and  Anaconda, 
frequently  meet  as  members  of  the  Copper  Institute,  do  you  not? 

>  Appendix  p.  13390. 
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Mr.  Stannard.  I  believe  we  had  only  two  meetings  of  the  Copper 
Institute  in  the  past  year,  and  at  those  meetings  we  had  no  discus- 
sions whatsoever  as  regards  production  within  or  without  the  United 
States. 

Mr.  ScoLL.  Well,  have  you  ever  met  on  any  other  occasion  and 
discussed  it? 

Mr.  Stannard.  We  have  had  absolutely  no  meeting  in  reference  to 
production.  Each  company  produces  whatever  its  executives  think 
most  advisable  to  produce.  I  have  no  idea  what  Phelps  Dodge  is 
producing  at  this  time,  or  what  Anaconda  is  producing. 

Mr.  ScoLL.  Now  if,  for  instance,  Phelps  Dodge  were  to  consider 
curtailing  their  production  next  month,  you  probably  would  find  out 
about  it  pretty  soon,  wouldn't  you? 

Mr.  Stannard.  We  probably  would  find  out  about  it  through  the 
newspapers,  because  if  they  did  curtail,  the  Arizona  papers  unques- 
tionably would  have  some  comment. 

Mr.  ScoLL.  You  would  have  to  look  at  the  newspapers  to  find  out? 

Mr.  Stannard.  Unquestionably  so. 

Senator  King.  Curtailments  frequently  come  by  reason  of  the 
exhaustion  of  a  particular  deposit  and  then  further  exploration  must 
be  made  to  find  another  deposit? 

Mr.  Stannard.  That  is  true. 

Senator  King.  So  that  curtailment  comes  even  where  you  desire  to 
have  a  practically  uniform  output,  isn't  that  true? 

Mr.  Stannard.  Well,  curtailment- 

Senator  King  (interposing).  By  that  I  mean  diminution  in  the 
quantity  of  copper  produced. 

Mr.  Stannard.  That  is  true.  At  the  present  time.  Senator,  we 
are  producing  in  our  Kennecott  enterprise  about  forty-one  or  forty- 
two  thousand  tons  of  copper  per  month.  To  get  out  that  production 
we  are  handling  260,000  tons  of  rock  per  day,  and  from  that  tonna-ge 
of  rock,  which  includes  stripping  removed  to  get  at  the  ore,  we  are 
recovering  on  the  average  between  10  and  11  pounds  of  copper  per 
ton  handled.  Business  has  been  dropping  off  but  We  will  probably 
continue  at  our  present  rate  of  production  for  another  month  or 
6  weeks.  However,  if  the  business  outlook  is  not  encouraging  around 
March,  we  will  start  gradually  to  reduce  our  production  as  men  quit 
our  employ  and  in  this  way  will  not  have  to  lay  off  any  men.  For 
example,  we  will  drop  down  possibly  to  a  production  in  this  country 
of  20,000  tons  per  n  onth,  where  we  are  now  producing  say  30,000  tons. 
Any  curtailment  on  our  part  will  be  made  on  the  basis  of  our  best 
judgment  as  to  the  outlook  for  business  and  will  not  have  any  refer- 
ence to  what  Phelps  Dodge  or  Anaconda  may  do  as  to  their  production. 

Senator  King.  Various  manufacturing  institutions,  do  they  not, 
curtail  production  from  season  to  season,  or  within  the  limits  of  a 
season? 

Mr.  Stannard.  That  is  true. 

Senator  King.  Depending  upon  the  market,  upon  the  prospective 
demand  for  their  particular  commodities,  depending  upon  competition, 
depending  upon  the  development  by  other  manufacturers  of  rather 
unique  or  a  little  different  product  which  is  more  attractive  to  the 
public,  as  a  result  of  which  their  output  is  not  uniform  but  is  measured 
by  demand  and  supply  in  various  market  conditions? 
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Mr.  Stannard.  That  is  true.  As  I  said  this  morning,  it  has  been 
our  experience  over  a  period  of  years  that  we  can  operate  at  about  65 
percent  of  our  installed  capacity.  We  have  at  times  operated  at 
100  percent  and  other  times  at  40  percent.  The  average  is  about 
65  percent. 

Dr.  LuBiN.  Mr.  Stannard,  over  how  long  a  period  of  time,  assuming 
that  the  hypothetical  situation  which  you  have  just  presented  actually 
materializes,  will  that  curtailment  take  place?  In  other  words,  cur- 
tailing from  30,000  to  20,000  tons  a  month?  Will  that  take  place 
within  a  month? 

Mr.  Stannard.  It  would  probably  take  place  within  6  months, 
roughly. 

Dr.  LuBiN.  In  other  words 

Mr.  Stannard  (interposing).  It  would  be  a  very  gradual  curtail- 
ment. We  used  to  curtail  much  more  abruptly,  but  in  the  last  2  or  3 
years  we  have  been  trying  to  work  out  some  scherr.e  which  would  give 
more  stability  to  our  employment.  In  that  connection,  Kennecott 
some  2  years  ago  accumulated  copper  having  a  value  of  about 
$30,000,000.  After  having  accumulated  that  much  copper,  buying 
started  in  June  1938 — and  in  a  period  of  4  months  we  reduced  our 
stocks  of  unsold  copper  from  about  150,000  tons  to  perhaps  15,000 
tons.  Then  we  started  another  period  of  accumulation  and  in  this 
second  period  which  lasted  from  the  fall  of  1938  until  June  1939  we 
again  accumulated  about  150,000  tons  of  copper,  which  at  10  cents  a 
pound  had  a  value  of  $30,000,000.  Then  buying  started  again  and 
our  stocks  of  copper  were  again  reduced  to  a  reasonably  small  level. 
Now  we  have  started  on  another  period  of  accumulation.  We  are 
trying  to  plan  so  as  to  give  our  labor  fairly  continuous  employment. 
On  the  average,  about  20,000  tons  copper  per  month  is  about  what 
we  can  find  a  market  for. 

Dr.  LuBiN.  I  take  it  those  accumulated  stocks  were  disposed  of  in 
a  rising  market  as  business  improved? 

Mr.  Stannard.  We  started  to  sell  those  stocks  at  10  cents  a  pound.- 
That  was  the  low  point  reached  in  Jime  of  last  year.  Whereas  we 
sold  only  12,400  tons  of  copper  in  the  domestic  market  in  the  first 
3  months  of  1939,  we  sold  in  the  first  few  days  of  July  last  year  86,000 
tons.  I  am  mentioning  that  to  show  you  how  the  copper  industry 
fluctuates.  In  a  descending  business  cycle  fabricators  postpone  their 
buying  as  long  as  they  can  and  prices  keep  on  slumping.  In  the  decline 
last  year  the  price  went  to  10  cents,  and  when  business  changed  the 
price  rose  from  10  to  12^  cents.  The  man  who  is  not  familiar  with 
the  copper  business  might  assume  that  the  price  received  on  one  of 
these  buying  movements  would  be  the  average  between  10  and  12^ 
cents,  or  11}^  cents.  But  as  a  matter  of  fact  much  more  buying  is 
done  in  the  first  part  of  the  rise  than  in  the  latter  part,  with  the  result 
that  the  average  price  received  by  the  domestic  producer  on  a  move- 
ment from  10  to  12}^  cents  would  be  in  the  neighbfprhood  of  10.75 
cents  per  pound. 

Dr.  Lubin.  Which  is  a  profitable  venture  under  the  wage  system 
that  prevails  in  the  industry,  isn't  it? 

Mr.  Stannard.  Pardon  me? 

Dr.  Lubin.  Which  makes  it  a  profitable  venture  under  the  wage 
system  that  prevails  in  the  industry? 

Mr.  Stannard.  You  mean  at  a  price  of  10  cents  per  pound? 
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Dr.  LuBiN.  Because  1  understand  your  wages  are  geared  to  the 
market  price  of  copper  and  these  stocks  are  accumulated  durmg  the 
period  when  the  price  is  relatively  lower;  consequently  your  wage  cost 
per  ton  is  lower  and  you  dispose  of  it  at  a  higher  market. 

Mr.  Stannard.  I  cannot  agree  with  you  in  that  statement.  I  will 
take  our  particular  case  which  I  know  better  than  that  of  the  other 
domestic  companies.  Most  of  our  copper  was  accumulated  on  the 
basis  oi  llji  cents  per  pound  because  that  was  the  price  from  October 
1938  until  March  1939.  As  I  remember  it  there  was  one  reduction 
in  wages  of  25  cents  per  day  in  that  whole  period,  while  last  fall,  when 
the  price  started  up,  we  made  an  increase  of  50  cents  per  day  in  wages, 
which  brought  the  wages  up  to  a  higher  level.  We  do  not  regulate 
wages  on  the  basis  of  the  price  of  copper.  Some  of  the  domestic 
companies  do  have  a  sliding  wage  scale.  Generally  speaking,  we  keep 
m  line  with  their  wage  scales,  although  the  last  time  wages  were  ad- 
justed I  do  not  believe  we  cut  quite  as  much  as  some  of  the  companies 
who  were  on  a  sliding  wage  scale. 

On  the  other  hand  at  the  time  of  the  increase  in  wages  last  October 
I  tliink  the  Anaconda  Co.  increased  wages  75  cents  per  day,  whereas 
we  increased  50  cents  per  day. 

Senator  King.  One  of  the  reasons  for  the  large  accumulations  was 
for  the  purpose  of  giving  employment  as  far  as  possible? 

Mr.  Stannard.  That  is  true. 

Senator  King.  So  that  you  accumulated,  though  you  had  no  market 
and  no  immediate  prospective  market,  but  you  wanted  to  give  em- 
ployment as  long  and  as  far  as  possible  to  your  employees? 

Mr.  Stannard.  That  is  true. 

Mr.  ScoLL.  Mr.  Stannard,  how  many  important  Consumers  of  cop- . 
per  are  there  in  the  United  States,  roughly  speaking? 

Mr.  Stannard.  We  are  the  largest  producers  and  sellers  of  copper, 
and  have  on  the  average  only  50  customers  for  our  total  output. 

Mr.  ScoLL.  And  some  of  those  customers  divide  their  purchases 
with  other  producers? 

Mr.  Stannard.  Some  of  those  customers  divide  with  other  pro- 
ducers. 

Mr.  ScoLL.  But  outside  of  those  50,  are  there  any  others  that  you 
know  about  that  are  important? 

Mr.  Stannard.  There  may  be  a  few  others.  Of  course,  we  do  not 
sell  to  the  Anaconda  fabricating  plants.  All  told,  there  may  be  60 
purchasers  of  raw  copper. 

Mr.  ScoLL.  Including  the  fabricators  that  are  subsidiaries  of  the 
producers? 

Mr.  Stannard.  That  is  true. 

Senator  King.  In  the  United  States,  of  course? 

Mr.  Stannard.  In  the  United  States.  The  copper  business  is  de- 
cidedly a  wholesale  business. 

Mr.  ScoLL.  At  this  time  I  would  like  to  refer  you,  or  have  you  take 
another  look  at  "Exhibit  No.  2100."  *  That  is  the  large  chart  showing 
the  price  movements  in  1912  to  the  present.  Now  you  will  notice 
that  after  N.  R.  A.  came  in,  or  I  should  say  after  N.  R.  A.  ended, 
there  have  occurred  several  months  when  the  price  remained 
unchanged.  Now  at  this  time  I  should  like  to  introduce  a  chart  which 
shows  in  somewhat  greater  detail  the  New  York  price  trends,  from  1933 

>  Appendix,  p.  13394. 
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through  1939.  The  chart  is  entitled  "United  States  Domestic  Price, 
Stocks,  Production,  and  Sales  of  Copper,  1933-1939."  Prepared  by 
the  staff  of  the  committee  from  information  obtained  from  the  Copper 
Institute  and  the  Engineering  and  Mining  Journal. 

The  Chairman.  The  exhibit  may  be  received. 

Senator  King.  Has  it  been  identified  by  the  witness;  Mr.  Stannard, 
have  you  seen  this  chart?.] 

Mr.  Stannard.  I  have. 

Senator  King.  Have  you  any  comment  to  make  on  it? 

Mr.  Stannard.  I  have  no  comment. 

(The  charts  and  tables  referred  to  were  marked  "Exhibit[,No.  2161" 
and  are  included  in  the  appendix  on  p.  13538.) 

Mr.  ScoLL.  I  would  also  like  to  introduce  at  this  time  an  affidavit 
of  H.  H.  Wanders  of  the  McGraw-Hill  Publishing  Co.,  publishers  of 
the  Engineering  and  Mining  Journal.  This  affidavit  concerns  the 
method  of  compiling — that  is — securing  and  reporting  the  price 
averages  on  copper  which  the  Engineering  and  Mining  Journal 
publishes,  and  to  which  we  have  made  frequent  reference  throughout 
the  hearing. 

Senator  King,  Has  there  been  any  challenge  to  the  substantial 
accuracy  of  the  figures  of  the  Mining  Journal? 

Mr.  ScoLL.  There  has  not  been.  Senator,  but  I  am  introducing  it 
at  this  time  because  I  think  the  record  should  show  how  these  averages 
are  made  up.  For  whoever  wants  to  refer  to  it  in  the  future  it  would 
be  a  good  idea,  I  think,  to  know  what  these  averages  really  represent. 

Senator  King.  Mr.  Witness,  do  you  know  how  the  averages  are 
made  up  by  McGraw's  Journal? 

Mr.  Stannard.  I  do  not  know  exactly. 

Senator  King.  I  have  no  objection. 

The  Chairman.  Without  objection  the  exhibit  may  be  received. 

Mr.  ScoLL.  This  will  bear  the  number  2162.  ^ 

Senator  King.  May  I  make  this  suggestion,  Mr.  Chairman,  that 
the  witness,  after  examining  the  afladavit  as  to  the  method  by  which 
the  averages  are  prepared,  if  he  desires  to  question  or  explain  or 
comment  upon  them,  may  have  that  opportunity? 

Mr.  Stannard.  Thank  you  veiy  much. 

The  Chairman.  All  these  exhibits  are  subject  to  correction  by 
anybody  who  desires  to  comment  upon  them,  and  the  more  the  merrier. 

(The  affidavit  referred  to  was  marked  "Exhibit  No.  2162"  and  is  in- 
cluded in  the  appendix  on  p.  13541.) 

Mr.  ScoLL.  This  affidavit  which  you  have  just  introduced  shows, 
and  I  believe  you  are  aware,  that  the  monthly  average  of  the  E.  and 
M.J.  represents  the  actual  sales  during  each  month  made  by  each  of 
seven  sellers,  whose  names  I  would  like  to  enumerate:  The  American 
Metal  Co.,  the  American  Smelting  &  Refining  Co.,  Anaconda  Sales 
Co.,  International  Minerals  &  Metals  Corporation,  Adolph  Lewisohn  & 
Sons,  Kennecott  Sales  Corporation,  and  Phelps  Dodge  Corporation. 
Now  those  represent,  do  they  not,  the  principal  sellers  of  copper  in 
New  York? 

Mr.  Stannard.  Yes,  they  represent  the  principal  sellers. 

Mr.  ScoLL.  Now  if  there  were  any  misrepresentation  or,  I  should 
say,  any  inaccuracy  that  might  appear  in  the  E.  and  M.  J.  price,  it 
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would  occur  only  if  any  of  those  sellers  did  not  correctly  report  all 
their  transactions  to  the  E.  and  M,  J.;  isn't  that  so? 

Mr.  Stannard.  One  would  think  that  would  be  the  case.  But  I 
seriously  doubt,  Mr.  Scoll,  that  our  sales  department  reports  all  of 
our  sales  to  the  Engineering  and  Mining  Journal. 

Mr.  Scoll.  You  mean  that  Kennecott  does  not  report  all  of  its 
sales  to  the  E.  and  M.  J.? 

Mr.  Stannard.  I  do  not  think  we  report  sales  made  to  our  own 
fabricating  plant. 

Mr.  Scoll.  Now  you  will  note  from  the  affidavit  that  the  E.  and 
M.  J.  price  does  not  include  sales  that  are  made  to  fabricating 
subsidiaries? 

Mr.  Stannard.  I  haven't  read  this  and  you  will  have  to  give  me 
an  opportunity  to  read  it.     It  is  all  new  to  me. 

Mr.  Scoll.  Do  so,  please.  Now  that  you  have  had  an  opportunity 
to  look  over  the  aJQSdavit,  have  you  any  comment  that  you  care  to  add? 

Mr.  Stannard.  I  would  like  to  discuss  this  affidant  with  our  sales 
department  in  New  York  and  make  sure  that  this  is  a  correct  state- 
ment.    I  do  not  know. 

Mr,  Scoll.  Well,  as  the  Senator  said,  if  there  is  anything  you  wish 
to  add,  that  will  go  in  the  record,  but  so  far  as  you  know  now  that 
represents 

Mr.  Stannard  (interposing).  I  can't  dispute  it. 

Mr.  Scoll.  Well,  now,  turning  to  "Exhibit  No.  2100,"  '  you  will 
notice  from  that  chart  that  there  were  only  two  occasions  prior  to 
N.  R.  A.  when  the  monthly  average  of  domestic  copper  prices  remained 
unchanged  for  more  than  a  month.  In  those  two  periods,  the  period 
of  the  War  Industries  Board  and  the  18-cent  price  level  of  1929-30 
which  we  discussed  yesterday — and  I  should  add  that  there  was 
further  a  brief  period,  January-February  of  1933,  when  the  price  was 
stable.  In  other  words,  during  22  years  of  domestic  copper  prices, 
stable  prices  or  fixed  prices,  if  they  may  be  called  that,  occurred  only 
during  three  periods;  two  of  them  were  admittedly  during  periods  of 
price  control. 

Now  will  you  turn  to  the  small  chart,  "Exhibit  No.  2161"  ^. 
That  chart  shows  that  there  have  been  six  periods  of  price  stability 
in  the  5  years  since  N.  R.  A. 

The  first  one,  November  1935  to  March  1936,  when  the  price 
stayed"  at  9.025  cents.  The  next  one  was  in  May  and  June  1936, 
when  the  price  was  9.275  cents.  The  third  period  of  price  stability 
was  August  and  September  1936,  when  the  price  remained  at  9.525 
cents.  And  the  next  one  was  May  to  August  1937,  when  the  price 
remained  at  13.775  cents.  And  the  next  one,  February  to  April  1938, 
when  the  price  was  9.775  cents.  And  finally,  one  last  period,  Novem- 
ber 1938  to  March  1939,  when  the  price  remained  at  11.025  cents. 

How  would  you  explain  the  situation  that  I  have  just  described? 

Mr.  Stannard.  In  the  first  two  periods  in  1935  and  1936  the  in- 
dustry was  in  a  period  of  ascending  prices  and  I  think  we  were  largely 
resDonsible  for  the  stable  prices  that  prevailed.  We  were  not  anxious 
to  have  copper  go  up,  and  then  fall  back  again  right  away,  and  there- 
fore did  not  raise  our  price  as  soon  as  other  sellers  of  copper.     In  other 

'  Apppndix,  p.  13394. 
'  Aprendii,  p.  13638. 
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words,  we  preferred  to  have  a  strong  9)^-cent  price,  to  a  weak  9K  or 
9%-cent  price  and  our  price  made  the  market  quotation. 

Mr.  ScoLL.  What  do  you  mean  when  you  say  we? 

Mr.  Stannard.  I  mean  Kennecott  Copper — Kennecott  *  Sales 
Corporation, 

Mr.  ScoLL.  These  prices  were  not  just  Kemiecott's;  they  were 
prices  reported  by  all  the  selling  agencies  covering  90  percent  of  all 
United  States  produced  copper. 

Mr.  Stannard.  I  don't  want  to  dispute  the  Engineering  and 
Mining  Journal  but  I  know  what  happened  at  that  time.  We  had 
copper  to  sell  at  9}^  cents,  let  us  say,  and  that  being  so,  the  i)rice  for 
copper  was  9)^  cents  and  that  was  the  quotation  of  the  Engineering 
and  Mining  Journal.  While  some  of  the  other  producers  may  have 
had  a  price  of  9%  cents,  or  9%  cents,  I  don't  beheve  they  made  any 
sales  at  those  prices,  and  therefore,  the  Engineering  and  Mining 
Journal  quotation  was  really  Kennecotts'  quotation.     That  explains, 

I  think,  the  first  two. 

Now  as  to  1937.  There  had  been  a  long  period  of  heavy  business 
and  by  the  middle  of  1937  most  of  the  members  of  the  industry  were 
in  a  very  much  oversold  position.  During  such  an  oversold  period 
when  practically  all  of  the  industry  was  getting  back  from  an  over- 
sold position  to  a  position  of  balance  there  was  no  copper  pressing  on 
the  market  and,  therefore,  a  uniform  quotation  prevailed. 

Coming  now  to  1938-39,  there  was  a  period  when  the  price  was 

II  >i  cents.  We  and  many  others  were  again  sold  out  of  copper  in 
the  fall  of  1938.  When  business  dropped  off  we  started  to  accumulate, 
and  irrespective  of  the  quotation  of  anyone  else,  we  held  our  price  at 
llYi  cents  and  accumulated  copper.  I  think  the  industry  was  opti- 
mistic as  to  the  future.  I  know  we  were  decidedly  optimistic  and 
thought  business  would  be  much  better  by  February  1939,  in  which 
case  tKe  price  might  hold  at  llK  cents.  But  business  did  not  pick 
up  as  we  expected,  and  in  March  the  price  was  reduced  by  certain 
units  in  the  industry.  We  followed  the  reductions  in  price  to  10  cents 
a  pound,  where  the  buying  again  started. 

Mr.  ScoLL.  Do  you  think  there  is  any  significance  in  the  fact  that 
these  periods  of  price  stabilization  should  have  occured  so  frequently 
after  N.  R.  A.  and  so  infrequently  before  N.  R.  A.  and  then  in  prior 
periods  at  times,  when  it  was  admitted — as  it  was  here  yesterday — 
that  the  price  was  fixed? 

Mr.  Stannard.  I  do  not  think  there  is  any  significance  in  these 
plateaus,  as  we  call  them.  They  are  the  result  of  buying  waves  in 
the  industry  during  which  custom  smelters  and  producers  get  sold  out 
or  oversold,  and  then  there  is  a  period  of  2  or  3  months  of  stable  price 
when  they  are  balancing  their  positions. 

Mr.  ScoLL.  Then  you  of  course  did  not  participate  in  any  discus- 
sions of  prices  with  any  of  the  other  members  of  the  industry  whom 
I  named  before? 

Mr.  Stannard.  No. 

Mr.  ScoLL.  Do  you  know  of  any  discussion  that  might  have  taken 
plabe  with  the  others? 

Mr.  StanIiard.  I  do  not  know  of  any. 

Mr.  ScoLL.  Has  either  Anaconda,  Phelps  Dodge,  or  Kennecott 
ever  been  the  leader  in  cutting  prices  from  the  table  lines  which  have 
occurred  since  N.  R.  A.,  that  you  know  about? 
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Mr.  Stannard.  Yes;  on  one  occasion  after  the  expiration  of  N.  R.  A. 
Phelps  Dodge,  I  beheve,  reduced  the  price  from  9  cents  to  8  cents  in 
one  move. 

Mr.  ScoLL.  Is  that  the  only  one  you  know  about? 

Mr.  Stannard.  That  is  the  only  one  I  think  of  at  the  moment. 

Mr.  ScoLL.  Have  any  of  the  producers  that  I  named  been  respon- 
sible for  leading  an  upward  price  movement  from  the  levels  which 
we  have  been  discussing? 

Mr.  Stannard.  Well,  I  think,  imquestionably  they  have. 

Mr.  ScoLL.  Has  Kennecott? 
'     Mr.  Stannard.  We  led  in  an  advance  last  July  from  10%  cents  to 
10?^  cents.     That  is  the  only  one  that  I  can  recall  in  recent  periods. 

Senator  King.  I  suppose  the  decrease  or  the  increase  would 
depend  upon  the  market  demands  or  the  prognostications  as  to  the 
future? 

Mr.  Stannard.  That  is  true.  The  increases  particularly  depend 
upon  market  demand. 

Senator  King.  And  where  you  are  sold  out,  or  your  stocks  are 
pretty  well  depleted,  that  would  call,  if  you  expect  even  a  return  to 
normal  business,  a  replenishing  of  the  stocks  by  increasing  production? 

Mr.  Stannard,  By  increasing  production;  yes.  But  Senator,  that 
would  not  always  hold  true,  because  if  we  thought  the  demand  for 
copper  was  going  to  remain  at  say  55,000  tons  per  month,  it  might 
not  be  necessary  to  increase  production  to  satisfy  that  demand.  On 
the  other  hand,  if  we  thought  consumption  was  going  to  increase  from 
55,000  tons  a  month  to  70,000  tons  a  month,  we  would  immediately 
anticipate  it  by  an  increase  in  production. 

Senator  King.  For  my  own  information — :it  may  not  be  quite 
germane— when  I  was  making  an  investigation  of  the  stock  markets 
in  1925,  '26,  '27,  '28,  and  '29,  I  found  very  irregular  prices  and  I 
found  there  was  a  great  deal  of  speculation,  not  alone  by  producers 
but  large  speculation  by  the  market  on  the  stock  exchange  and  those 
speculations  extended  to  the  most  remote  parts  of  the  United  States. 
Was  there  any  considerable  speculation  in  copper  stocks  during  that 
period? 

Mr.  Stannard.  There  was  a  tremendous  speculation. 

Senator  King.  And  where  general 

Mr.  Stannard  (interposing).  I  mig:ht  say  also  there  was  a  great 
deal  of  speculation  in  copper  at  the  time.  Everyone  was  expecting 
inflation  and  I  remember  we  had  innumerable  calls  from  people  who 
wanted  to  buy  as  much  as  1,000  tons  of  copper  metal  in  order  to  put 
their  money  in  something  physical.  As  I  recall  now  we  sold  only 
about  1,000  tons  of  copper  of  this  type,  as  we  thought  it  was  a  very 
bad  thing  to  do. 

I  have  here  a  little  statement  made  by  Dr.  Harold  G.  Moulton, 
president  of  The  Brookings  Institution.  This  was  from  an  address  he 
made  in  New  York.     He  says- 

The  sharp  increase  which  has  occurred  in  the  prices  of  raw  materials  is  the  result 
of  demand  from  two  sources:  (1)  from  speculators  seeking  to  make  profits  by  an- 
ticipating price  advances  based  on  expectations  of  war-time  inflation;  and  (2) 
from  industries  desiring  to  expand  inventories  to  take  care  of  immediate  and  pros- 
pective requirements.  The  speculative  element  enters  here  also,  since  an  expected 
price  advance  prompts  heavy  advance  buying. 
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Mr.  ScoLT,.  Mr.  Stannard,  the  present  producer's  price  of  domestic 
electrolytic  is  12}^  cents,  is  it  not,  approximately? 

Mr.  Stannard.  I  understand  the  price  was  cut  yesterday  after- 
noon to  12}^  cents  by  the  Miami  Copper  Co. 

Mr.  ScoLL.  Up  to  yesterday  afternoon  it  was  12}^  cents?    • 

Mr.  Stannard.  It  was  12}^  cents,  although  the  foreign  price  had 
been  somewhat  above  12^2  cents  until  a  few  days  ago. 

Mr.  ScoLL.  How  long  did  that  12}^-cent  price  obtain? 

Mr.  Stannard.  Since  about  October  1,  about  3)^  months. 

Mr.  ScoLL.  Was  there  any  implied  or  explicit  understanding  be- 
tween Kennecott  and  the  other  producers  not  to  let  that  price  go 
above  12}{  cents? 

Mr.  Stannard.  No;  there  was  no  understanding  at  all. 

Mr.  ScoLL.  To  what  influence  do  you  ascribe  the  fact  that  the  price 
stayed  at  12)-^  cents  so  long? 

Mr.  Stannard.  Everybody  was  in  an  oversold  or  practically  over- 
sold position  on  October  1,  so  there  was  no  copper  pressing  on  the 
market. 

Mr.  ScoLL.  No  influence  from  the  fact  that  there  was  a  statement  in 
high  official  quarters  in  Washington  that  12}^  cents  was  a  good  price 
for  copper,  was  there? 

Mr.  Stannard.  There  may  have  been  such  a  statement  in  Wash- 
ington. 

Mr.  ScoLL.  You  don't  think  that  had  any  influence? 

Mr.  Stannard.  I  don't  think  that  had  any  influence  in  stopping 
the  price  at  12}^  cents.  I  think  the  thing  that  really  stopped  the  price 
at  12K*  cents  was  the  fact  that  Kennecott  had  a  large  tonnage  of 
hopper  to  sell  and  that  served  to  keep  the  price  down. 

Mr.  ScoLL.  There  was  some  discussion  among  the  producers  about 
the  statement  I  referred  to,  wasn't  there? 

Mr.  Stannard.  There  may  have  been  a  little  discussion  about  it. 

Senator  King.  Who  were  the  high  officials  ^in  Washington  that 
determined  the  price  and  told  people  when  it  was  too  high  and  too  low? 
I  would  like  to  know  who  they  were  and  what  authority  they  had. 

Mr.  ScoLL.  Senator,  I  am  referring,  and  I  hope  I  am  referring  cor- 
rectly because  this  is  a  matter  of  considerable  importance — it  would  be 
very  embarrassing  for  the  counsel  of  the  committee  to  go  wrong  in  this 
matter,  but  I  think  that  a  statement  was  issued  from  the  White  House 
with  reference  to  the  price  of  copper,  that  12j^  cents  was  high  enough. 
Thereafter  the  price  of  copper,  I  believe,  and  Mr.  Stannard  can  testify 
whether  I  am  right  or  not,  at  least  for  a  time  stayed  at  12^  cents. 

Mr  Stannard.  It  did  stay  at  12^  cents  from  October  1  until 
yestei*(Iay. 

Mr.  ScoLL.  And  it  did  not  go  above  12)^  cents  at  any  time  during 
that  period? 

Mr.  Stannard.  Not  in  the  domestic  market. 

Senator  King.  Did  it  in  the  foreign? 

Mr.  Stannard.  In  the  foreign  market  I  think  some  copper  was 
sold  as  high  as  14  cents.     Quite  a  lot  of  copper  was  sold  at  13  cents. 

Mr.  ScoLL.  Now,  Mr.  Stannard,  will  you  look  at  "Exhibit  No. 
2161,"  ^  the  detailed  chart  which  was  introduced  a  while  ago  that 
shows  at  the.  bottom  "Stocks,  Production,  Sales  for  1933-39."  You 
will  notice  the  wide  fluctuations  in  the  line  marked  "Sales"  from  '34 


>  Appendix,  p.  13538. 
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through  to  '39.  Could  those  wide  fluctuations  in  sales  be  interpreted 
as  being  caused  by  buying  waves  or  as  representing  buying  waves? 

Mr.  Stannard.  In  each  case  they  represent  buying  waves. 

Mr.  ScoLL.  Will  you  describe  for  the  coraThittee  briefly  the  buying 
habits  of  United  States  fabricators  of  copper? 

Mr.  Stannard.  In  a  period  of  uniform  business  and  price  the 
consumer  of  copper  would  ordinarily  buy  his  copper  daily  or  weekly, 
but  in  the  last  few  years,  due  to  wide  fluctuations  in  business,  the 
consumer  of  copper  has  had  a  tendency  to  use  out  of  his  stocks  when 
business  is  on  a  downward  trend.  A  fabricator  who  will  have,  let  us 
say,  50,000,000  pounds  of  copper  in  process  in  liis  fabricating  plant 
can  safely  reduce  the  volume  in  process  by  10,000,000  pounds  of 
copper  if  business  declines  30  percent.  With  the  price  of  copper  down 
he  comes,  into  the  market  when  the  business  outlook  improves. 
This  starts  a  buying  wave  in  which  it  is  not  uncommon  for  the  whole 
industry  to  seU  as  much  as  150,000  tons  of  copper.  If  consumption 
is  50,000  tons  per  month  and  150,000  tons  is  sold  in  one  of  these 
buying  waves  3  months'  consumption  is  covered  in  a  period  of  2  or 
3  days.  These  buying  waves  are  something  we  would  like  to  get  away 
from. 

Mr.  ScoLL.  When  they  occur  they  of  course  affect  prices. 

Mr.  Stannard.  When  they  occur  they  affect  prices. 

Mr.  ScoLL.  Generally  upward? 

Mr.  Stannard.  Generally  upward. 

Dr.  Lubin.  Do  they  occur  in  anticipation  of  prices?  Is  it  the 
expectation  that  prices  might  go  up  that  makes  these  people  buy? 

Mr.  Stannard.  They  hold  off  until  they  think  prices  are  down  to  a 
minimum  rock  bottom  level  and  then  the  consumers  of  copper — by 
the  consumers  I  mean  the  people  out  in  Dubuque,  Iowa,  and  so  forth, 
in  contrast  to  the  actual  fabricator  himself — \yill  be  in  jieed  of  re- 
plenishing their  stocks,  and  then  they  vnU  come  to  the  fabricator  and 
place  an  order  for  so  many  pounds  of  brass  or  sheet  copper  or  other 
copper  material,  and  that  starts  one  of  these  buying  waves,  and  then 
the  fabricator  in  turn  asks  the  producer  of  copper  for  these  tonnages. 

Dr.  Lubin.  Of  course,  these  people  know,  though,  what  the  stock 
situation  is  in  the  country.  Why  should  they  get  worried  and  buy 
150,000  tons  all  of  a  sudden  when  they  know  that  copper  is  available 
in  the  United  States?  Is  it  fear  of  a  shortage,  or  is  it  fear  of  the  fact 
that  you  have  touched  bottom  on  prices,  that  you  had  better  buy 
now  because  if  they  wait  they  will  be  higher? 

Mr.  Stannard.  It  is  the  idea  that  prices  have  reached  bottom  and 
by  buying  now  they  can  make  an  inventory  gain. 

Dr.  Lubin.  So  that  instead  of  this  necessarilj':  bringing  about  the 
high  price,  it  is  in  itself  a  result  of  anticipation  of  a  higher  price. 

Mr.  Stannard.  Well,  I  would  say  it  is  because  the  price  of  the 
raw  material  is  low,  and  they  think  it  is  advisable  for  them  as  a 
business  proposition  to  fill  up  their  shelves. 

Dr.^LuBiN.  But  there  are  other  periods  where  you  don't  have  the 
waves  where  people  do  buy,  I  mean  months  may  go  by  where  people 
just  buy  their  regular  quota,  and  all  of  a  sudden  they  get  scared  and 
buy  150,000  tons.  Now  why  should  they  get  scared  when  they  already 
know  that  the  stocks  are  here,  because  they  know  what  the  stock 
situation  is.  What  other  factor  other  than  the  fear  of  a  higher  price 
would  lead  a  man  to  buy  three  times  more  than  he  normally  buys? 
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Mr.  Stannard.  The  fear  of  inflation  and  anticipation  of  higher 
prices. 

Dr.  LuBiN.  Now  in  September,  most  of  the  consumers  of  copper 
thought  that  copper  having  sold  for  31  cents  a  pound  or  23  K  cents  a 
xjound  during  the  first  World  War,  the  chances  were  that  copper  would 
again  sell  at  such  prices  in  this  world  war.  They  didn't  stop  to  think 
that  the  conditions  are  now  entirely  different  than  they  were  in  the 
first  World  War.  Then  the  Chilean  production  was  relatively  small, 
the  Canadian  production  was, insignificant,  the  Rhodesian  and  Belgian 
Congo  production  was  insignificant,  and  the  United  States  mines 
virtually  had  to  supply  the  copper  for  the  world.  Today,  the  Do- 
minion copper — that  is  the  Canadian  copper — and  the  Rhodesian 
copper  is  sufficient  to  take  care  of  England's  needs  in  this  war  and 
much  more.  So  that  there  isn't  the  demand  now  from  Europe  for 
copper  that  there  was  at  that  time,  and  that  virtually  leaves  the 
American  supply  of  copper — rather  the  United  States  supply  of 
copper — for  the  United  States  market. 

Of  course,  that  was  true  in  September,  1939,  but  after  all,  there 
were  no  such  factors  in  '34,  '35,  and  '36,  when  you  also  had  buying 
waves.  In  other  words,  what  I  am  trying  to  get  at  is  whether  or 
not  these  waves  would  be  eliminated  if  there  was  any  way  of  knowing, 
as  in  some  other  industries,  that  during  the  next  quarter  the  price  is 
not  going  up.  I  mean  if  Kennecott  could  say,  "As  far  as  we  are  con- 
cerned 12J^  cents  is  our  price  and  is  gomg  to  stay  our  price  for  the 
next  2  or  3  months,"  would  people  rush  in  to  buy  copper  at  three 
times  their  normal  consumption  rate? 

Mr.  Stannard.  No,  they  wouldn't;  but  if  Kennecott  would  say 
that  its  price  was  going  to  be  12}^  cents  for  the  next  3  months,  some 
of  the  other  producers  might  not  follow  and  the  price  might  go  down 
to  12/4  or  even  11  cents.  While  Kennecott  is  the  largest  producer  it 
cannot  control  the  price  of  copper. 

Dr.  LuBiN.  Kennecott  can  say,  "As  far  as  we  are  concerned  it 
won't  be  more  than  12)^,  which  means  in  effect  that  it  might  be  less, 
and  somebody  else  might  be  wiUing  to  sell  it  to  you  at  less,"  which 
gets  back  to  a  question  you  raised — I  don't-  know  whether  counsel 
cares  to  have  me  bring  it  up  at  this  point,  Mr.  Chairman.  If  you 
liad  a  market  where  you  could  buy  and  sell  futures,  couldn't  you 
eliminate  these  wild  fluctuations  in  selling  of  copper? 
-  Mr.  Stannard.  I  don't  think  that  you  could.  I  do  believe  that 
with  the  enactment  laws  here  in  Washington,  for  example,  a  law' 
such  as  the  wage  and  hour  bill,  the  consumers  of  copper  immediately 
think 

The  Chairman  (interposing).  Are  we  to  understand  that  you 
don't  want  any  change  in  the  Wage  and  Hour  Bill? 

Mr.  Stannard.  I  didn't  mean  that.  Senator.  What  I  was  going 
to  say  is  this:  The  effect  of  the  passage  of  such  a  bill 

Senator  King  (interposing).  Or  the  threat  of  it. 

Mr.  Stannard.  The  threat  of  such  a  bill  causes  the  consumers  of 
copper  to  come  into  the  market  for  large  tonnages  before  the  bill  or 
law  becomes  effective.  That  happened  at  the  time  of  the  passage  of 
the  Wage  and  Hour  bill. 

The  Chairman.  Of  course  that  criticism  can  be  made  of  any  law, 
can  it  not? 

Mr.  Stannard.  That  is  true. 
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The  Chairman.  And  if  a  legislative  body,  whether  the  Congress 
of  the  United  States  or  the  legislatures  of  the  various  States,  were  to 
refrain  from  passing  necessary  laws  or  attempting  to  pass  necessary 
laws,  or  laws  which  the  members  believe  to  be  necessary,  merely 
because  they  had  an  immediate  effect  upon  our  economy,  then  there 
would  be  no  legislation  at  all.     Isn't  that  correct? 

Mr.  Stannard;  I  think  it  is. 

Dr.  LuBiN.  May  I  follow  up  your  question,  Mr.  Chairman?  What 
laws  were  passed  in  '35  after  the  Social  Security  Act  became  effective, 
in  '36  and  '37,  which  created  a  cost  situation  in  your  industry  that 
might  have  scared  buyers  to  come  in  and  buy? 

Mr.  Stannaed.  The  N.  R.  A. 

Dr.  LuBiN  (interposing).  I  am  talking  from  the  time  the  N.  R.  A. 
was  declared  unconstitutional  and  the  passage  of  the  Social  Security 
Act,  between  that  period  and  the  passage  of  the  Wage  and  Hour 
Act — what  laws  were  enacted  to  explain  this  tremendous  fluctuation 
in '35, -36,  and  '37? 

Mr.  Stannard.  I  don't  know  offhand  whether  I  can  name  any 
other  law,  but  I  would  like  to  say  this:  Going  back  to  the  period  1923 
to  1928,  that  was  probably  the  most  imiform  period  of  industrial 
activity  that  we  have  ever  had  in  this  country.  During  that  period 
the  price  changes  were  very  small ;  we  did  not  have  these  buying  waves. 
Since  1933  we  have  had  many  changes  in  business  here,  we  have  had 
big  rises  in  business,  and  then  it  has  fallen  off,  and  the  copper  industry 
is  very  similar  to  the  steel  industry.  When  steel  operates  at  90 
percent  the  copper  fabricators  are  operating  at  about  90  percent;  as 
steel  goes  dowTi,  copper  goes  down.  Our  monthly  consumption  of 
copper  from  '23  to  '28  was  very  uniform..  As  I  explained  the  other 
day,  in  recent  years  we  have  gone  from  a  minimum  of  consumption  of 
18,000  tons  a  month  up  to  a  maximum  consumption  of  87,000  tons 
per  month.  Those  wide  fluctuations  in  business  that  we  have  had 
are  responsible  for  these  buying  waves. 

I  think  today  if  we  could  have  uniform  .business,  and  let  us  say  the 
price  of  copper  was  21  cents  per  pound,  it  would  be  a  fine  thing  for  the 
copper  industry  and  a  fine  thing  for  the  fabricators  and  the  consumers 
of  copper  if  the  price  of  copper  did  not  fluctuate  more  than  an  eighth 
of  a  cent  per  pound  per  month.  If  we  had  that  kind  of  condition, 
we  would  get  away  from  these^  buying  waves  because  then  no  con- 
sumer of  copper  would  be  interested  in  speculating  on  his  future 
supply.  I  don't  know,  however,  how  we  could  ever  arrive  at  such  a 
uniform  situation  as  that.  I  think  it  would  be  advisable,  but  I 
don't  know  how  we  could  accomplish  it. 

Dr.  LuBiN.  Don't  you  automatically  bring  that  situation  about 
when  you  have  a  futures  market  so  you  can  hedge  against  the  price 
of  your  raw  materials? 

Mr.  Stannard.  Not  entirely  so 

Dr.  LuBiN.  You  eliminate  the  greatest  part  of  that  fluctuation, 
you  know  what  the  copper  is  costing  you  when  it  gets  into  production. 

Mr.  Stannard.  From  the  standpoint  of  the  consumer  hedging  is 
probably  a  good  thing.  Most  of  the  producers  would  like  to  do 
away  with  commodity  exchanges  as  hedging  gives  rise  to  too  much 
gambling.  We  ourselves  do  not  use  the  commodity  market  and  I 
personally  know  very  little  about  the  operation  of  the  commodity 
exchange. 
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Dr.  LuBiN.  Does  the  Chase  Brass  &  Copper  Co.  go  on  these  buying 
spurts  the  way  the  others  do? 

Mr.  Stannard.  The  Chase  Brass  &  Copper  Co.  buys  from  Kenne- 
cott  every  day  an  amount  of  copper  sufficient  to  meet  its  daily  sales. 
When  these  buying  waves  occur  and  Chase  customers  order  brass  and 
copper  products  requiring,  let  us  say,  5,000,000  pounds  of  copper, 
Chase  Brass  &  Copj^er  Co.  buys  that  amount  of  copper  from  Kennecott. 
Every  fabricator  has  to  take  care  of  the  needs  of  its  customers. 

Dr.  LuBiN.  Do  these  people  buy  this  stuff  for  immediate  delivery, 
or  do  they  just  place  forward  orders? 

Mr.  Stannard.  Copper  is  usually  sold  for  dehvery  3  months  hence. 
In  other  words,  we  sell  copper  in  January  for  delivery  in  the  month 
of  April. 

Dr.  LuBiN.  If  the  Chase  Co.  should  get  an  order  for  certain  fabri- 
cated materials  that  required  a  certain  amount  <of  copper,  and  they 
are  going  to  use  that  copper  in  March,  April,  May,  and  June,  would 
they  buy  that  complete  supply  today? 

Mr.  Stannard.  They  would  buy  the  supply  today  for  delivery  in 
those  months. 

Senator  King.  There  are  many  orders  for  copper  by  persona  who 
are  not  the  users  of  copper,  are  there  not?  You  call  it  speculative, 
speculative  buyers. 

Mr.  Stannard.  Those  people  deal  mostly  on  the  commodities 
exchange.     We  do  not  sell  to  people  who  are  not  users  of  copper. 

Senator  King.  But  in  the  market,  are  there  not  persons  who  are 
buying  on  speculation  the  same  as  they  buy  stocks  of  other  corpor- 
ations? 

Mr.  Stannard.  There  are,  Senator. 

Senator  King.  And  those  purchasers,  whether  they  are  many  or 
f6w,  have  some  effect  upon  the  price. 

Mr.  Stannard.  That  is  true. 

Senator  King.  I  recaU  when  the  price  of  sugar  went  up  to  26  cents 
a  pound,  although  just  a  short  time  before  it  was  only  4  or  5  or  6  cents 
a  pound.  Have  you  not  from  your  observations  discovered  very 
great  fluctuations  in  other  commodities  during  the  period  concerning 
which  we  have  directed  attention? 
'    Mr.  Stannard.  That  is  true. 

Senator  King.  Would  that  not  be  true  in  copper  and  wool  and  many 
of  the  commodities  which 

Mr.  Stannard.  That  is  true,  of  the  metals,  copper  is  more  specu- 
lative than  zinc  or  lead. 

Senator  King.  We  haven't  yet  been  able  to  eradicate  from  the 
human  mind  the  desire  for  speculation. 

Mr.^ Stannard.  That  is  true.  Mr.  Chairman,  I^have  an  article, 
or  an  excerpt  that  is  taken  from  the  report  of  thQ  National  Resources 
Board,  part  4,  entitled,  "Report  of  the /Planning  Committee  for 
Mineral  Policy,"  issued  in  early  1935 ^  which  reads  as  follows: 

Economic  stabUity  is  of  peculiar  importance  to  the  nonferrous  metals.  They 
are  especially  subject  to  and  they  suffer  from  wide  variations  of  price.  They 
need,  above  all  things,  to  i3alance  supply  and  demand,  to  avoid  needless  expansion 
of  capacity,  and  to  temper  the. extremes  of  price  fluctuation,  whether  sudden 
advances  or  violent  declines.  The  quest  fpr  stability  is  seen  in  numerous  foreign 
experiments,  such  as  the  European  metal  cartels,  which  have  been  attempted, 
none  too  successfully,  to  control  the  extremes  of  competition. 
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Moreover,  in  the  case  of  these  metals,  the  consumer's  objections  to  produc- 
tion control  carry  less  weight  than  in  the  case  of  the  typical  manufacturing  in- 
dustry. The  problem  of  protecting  the  public  against  unreasonable  advances  in 
price  is  simplified  by  the  conditions  of  the  copper  market.  International  move- 
ments in  a  commodity  selling  at  several  cents  a  pound  are  extraordinarily  fluid, 
and  except  for  freight  and  tariflf  differentials,  the  price  of  copper  is  a  world  price. 
Competition  from  foreign  sources  is  keen,  so  keen,  in  fact,  that  American  copper 
producers  have  found  it  impossible  to  realize  the  full  advantage  of  the  import 
duty  adopted  in  1932.  In  the  domestic  field  there  remains  a  large  reserve  of 
high-cost  capacity  waiting  for  a  chance  to  break  into  the  market.  Further,  the 
consumer  of  copper  has  his  own  weapons.  The  scrap  which  he  produces  makes 
him  a  seller  as  well  as  a  buyer  of  the  metal."  Copper  is  practically  indestructible, 
and  the  total  supply  is  cumulative.  With  minor  exceptions,  the  fabricated 
product  comes  back  in  time  for  resmelting  and  re-use.  In  1929,  the  recovery  of 
scrap  including  copper  in  brass,  was  404,000  tons,  as  compared  with  a  new  mine 
production  of  998,000  tons.  This  salvaged  copper  (not  including  new  scrap  re- 
turned direct  by  fabricators)  averaged  38  per  cent  of  the  mine  production  from 
domestic  ores  in  the  years  from  1924  to  1928,  inclusive,  41  per  cent  in  1929,  and 
rose  to  76  per  cent  in  1932.  An  advance  in  the  producer's  price  must  reckon 
with  this  flood  of  scrap.  Again  the  consumer  has  the  alternative  of  substitution. 
In  the  field  of  power  transmission  copper  meets  competition  from  aluminum. 
In  other  fields  it  competes  with  this  and  other  metals,  including  a  rapidly  grow- 
ing group  of  alloy  steels.  All  these  factors  w^ork  to  protect  the  consumer  against 
any  unreasonable  advance  in  copper  prices  to  a  degree  far  greater  than  is  true 
of  most  lines  of  manufacture. 

Senator  King,  Who  was  the  chairman  of  the  planning  committee 
at  that  time? 

Mr.  Stannard.  Mr.  Delano,  as  I  remember  it. 

Senator  King.  Who  is  now  the  head  of  it? 

Mr.  Stannard.  He  is  now  the  head  of  it,  and  I  think  Dr.  Leith, 
of  the  University  of  Wisconsin,  was  the  head  of  the  Division  on 
Mineral  Resources. 

The  Chairman.  I  understand  the  witness  has  read  that  with 
approval. 

Mr.  Stannard,  That  is  true. 

Senator  King.  May  I  ask  one  question?  Is  it  not  a  fact  that  the 
Scrap  iron  is  a  factor  in  determining  the  price  of  steel  that  is  manu- 
factured by  the  big  steel  companies? 

Mr.  Stannard.  It  is,  yes,  sir. 

Senator  King.  There  is  a  vast  amount  of  scrap  iron? 

Mr.  Stannard.  There  is  a  vast  amount. 

Senator  King.  We  furnish,  I  regret  to  say,  a  very  large  amoimt  of 
scrap  iron,  and  have  been  for  several  years,  to  Japan,  and  that  has 
an  effect  upon  the  price  of  the  steel  that  is  furnished  by  the  big  steel 
companies  of  the  United  States. 

Mr.  Stannard.  If  export  copper  is  eliminated,  about  90  percent  of 
the  copper  as  mined  is  preserved  in  the  form  of  recoverable  metals  and 
about  10  percent  is  used  in  iron  and  steel  and  in  the  making  of  insecti- 
cides. Eventually  you  will  have  a  surface  copper  mine  instead  of  an 
underground  mine. 

Mr.  ScoLL.  I  have  one  final  question  on  the  matter  of  buying  waves 
that  I  would  like  to  ask  Mr.  Stannard.  You  referred  a  while  ago  to 
Kennecott's  policy  of  accumulating  a  conservative  amount  of  inven- 
tories to  stabilize  your  production. 

Now,  if  the  other  producers  were  to  follow  that  same  policy,  wouldn't 
you  be  able  to  resist  the  wide  price  movements  that  occur  with 
buying  waves  without  the  necessity  of  havinsr  t^  get  together  and  have 
understandings? 
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Mr.  Stannard.  I  think  it  vvould  be  very  helpful, 

Mr,  ScoLL.  -My  question  had  two  parts,  so  maybe  I  had  better 
divide  it.     You  think  the  practice  would  be  a  good  one  to  follow. 

Mr.  Stannard.  My  first  impression  is  that  it  would. 

Mr.  ScoLL.  Now,  the  second  question  is,  would  it  prevent  the  wide 
buying  fluctuations. 

Mr.  Stannard.  I  think  it  would  tend  to  stability  of  price,  and^ 
stability  of  price  would  tend  to  reduce  these  buying  waves. 

Mr.  ScoLL.  So  that  it  would  be  unnecessary  to  rely  on  cooperation 
to  prevent  these  fluctuations  in  price.     Is  that  an  accurate  conclusion? 

Mr.  Stannard.  I  would  like  to  think  that  over.  It  is  a  new 
thought. 

The  Chairman.  Have  you  finished  this  phase  of  it? 

Mr.  ScoLL.  I  have. 

The  Chairman.  The  Chair  wants  to  take  advantage  of  this  moment 
to  introduce  into  the  record  as  a  part  of  the  investment  study  pre- 
sented by  the  Securities  and  Exchange  Commission  a  few  weeks  ago, 
a  memorandum  which  was  prepared  by  Mr.  R.  C.  Leffingwell,  of  the 
firm  of  J.  P.  Morgan  &  Co.  Mr.  Lefl&ngwell  was  one  of  the  witnesses 
who  appeared  before  the  committee  at  that  time,^  and  he. indulged  in 
a  very  stimulating  discussion  of  general  economic  policy,  apparently 
prepared  a  memorandum  on  this  same  subject  matter,  and  under 
date  of  January  2,  sent  a  copy  of  it  to  the  chairman.  The  chairman 
was  absent  from  Washington  at  the  time,  having  gone  home  for  a  brief 
visit,  so  that  the  letter  was  not  called  to  his  attention  until  yesterday 
afternoon. 

This  afternoon  Mr.  Leffingwell  called  the  chairman  from  New  York 
to  say  that  extracts  from  this  memorandum  had  gained  some  publicity, 
and  he  asked  for  permission  to  give  the  entire  text  out.  That  permis- 
sion, of  course,  was  very  readily  granted,  and  I  am  now  puttmg  the 
memorandum  in  the  record.  It  may  be  proper  in  putting  it  in  to  call 
attention  to  one  or  two  significant  statements  in  the  memorandum. 
I  was  reminded  of  this  by  the  action  of  the  witness  just  now  in  quoting 
from  a  report  of  the  National  Resources  Board,  in  its  report  of  the 
Planning  Committee  for  Mmeral  Policy,  because  Mr.  Leffingv/ell  in 
this  memorandum  indicates  that  he  is  not  altogether  in  harmony  with 
what  has  been  commonly  called  planned  economy.  Planned  economy 
is  one  thing  when  it  is  carried  on  by  business  executives,  and  quite 
another  thing  when  carried  on  by  Government,  but  both  by  business 
executives  and  by  Government  it  unquestionably  has  an  important 
effect  upon  the  general  public.  I  note  with  interest  that  the  witness 
quoted  this  report  of  the  planning  committee  with  some  approval. 

The  particular  statement  to  which  I  refer  now  is: 

The  point  is  that  Government  has  for  twenty-two  years  managed  our  money  and 
to  a  great  extent  planned  our  economy. 

Then  in  this  memorandum  Mr.  LeflBingwell  makes  some  reference 
also  the  the  tariff  system  and  to  the  general  effect  of  Government 
action  upon  recovery.  It  may  not  be  inappropriate  for  me  to  say, 
while  I  was  on  my  way  back  from  Wyoming — that  was  last  Sunday—;-! 
picked  up  a  copy  of  the  Chicago  Sunday  Tribune  in  Chicago  and  in 
the  business  i),nd  finance  section  I  found  several  very  interesting 
headlines.     One  was  this:  "Business  Pace  Quickens  After  Lag  at  Year 

1  See  Hearings,  Part  23,  p.  12101,  et  seq. 
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End."  "Rebound  is  Normal  From  Holidays."  Then  follows  a  two- 
colimm  article  by  Leland  Forrester,  the  general  tone  of  which  is  to 
show  generally  improved  business  conditions.  Side  by  side  with  that 
is  another  story  from  New  York  bearing  the  headline,  "Building  Sets 
Best  Record  in  Nine  Years."  On  the  same  page  is  another  story, 
"Two  Furniture  Shows  Report  Heavy  Buying."  And  then  there  is 
another  story,  "British  Tighten  Money  Control  to  Aid  Business."  In 
the  middle  of  the  page  I  find  this  story,  "F.  H.  A.  Activities  Show 
Increase  for  Last  Year."  "Northern  Pacific  to  Buy  Seven  Engines 
for  About  $500,000." 

And  so  it  goes,  but  the  most  important  of  all  it  seemed  to  me  was 
this  graph,  apparently  prepared  by  the  Chicago  Tribune,  entitled, 
"Number  of  Automobiles  and  Amount  of  Gasoline  Used  Reached 
New  Peak  in  1939."  This  graph  shows  that  the  total  passenger  and 
truck  registrations  have  been  on  a  steady  increase  since  1933,  and 
that  in  1936,  they  had  already  passed  the  previous  high  of  1929,  and 
in  1937,  '38,  and  '39,  were  far  in  excess  of  anything  that  had  appeared 
in  the  history  of  the  automobile  business.  And  the  story  of  gasoline 
consumption  was  exactly  the  same.  It  seemed  to  me  that  these  com- 
ments might  be  appropriate  at  this  time. 

Dr.  LuBiN.  Do  you  wish  to  add  "in  spite  of  the  legislation"? 

The  Chairman.  I  accept  that  amendment. 

Senator  King.  What  legislation  has  Dr.  Lubin  in  mind? 

Dr.  Lubin.  The  legislation  which  interfered  with  business. 

(The  memorandum  referred  to  was  marked  "Exhibit  No.  2163"  and 
appears  in  Hearings,  Part  23,  appendix,  p.  12338.  The  chart  referred 
to  was  marked  "Exhibit  No.  2164"  and  is  included  in  the  appendix 
on  p.  13542.) 

The  Chairman.  You  may  proceed  now. 

Mr.  ScoLL.  Apropos  of  the  discussion  that  just  took  place  about  the 
commodity  exchange,  I  would  like  to  introduce  at  this  time  a  table 
which  shows  trading  in  copper  futures  on  the  Commodity  Exchange, 
Inc.,  New  York,  compared  with  domestic  direct  sales  of  refined  copper 
by  copper  producers,  1929-39. 

The  Chairman.  It  may  be  received. 

(The  table  referred  to  was  marked  "Exhibit  No.  2165"  and  is  in- 
cluded in  the  appendix  on  p.  13543.) 

Mr.  ScoLL.  Just  to  summai'ize  that  exhibit,  it  shows  that  when  the 
exchange  opened — that  is,  when  copper  trading  began  on  the  exchange 
in  1929—6,132  tons  were  sold.  In  1939,  537,880  tons  were  sold;  in 
other  words,  the  highest  for  all  preceding  years,  and  the  chart  shows  a 
rJsing  trend  of  importance  of  copper  sales  on  the  Commodity 
Exchange. 

Mr.  Stannard,  during  the  buying  wave  of  September,  did  the 
copper  producers  ration  sales  to  consumers? 

Mr.  Stannard.  They  did  to  a  certain  extent. 

Mr.  ScoLL.  What  producers  to  your  knowledge  rationed  sales? 

Mr.  Stannard.  At  the  very  end  Kennecott  rationed  sales  in  a  way. 
In  the  first  few  days  of  October  the  price  of  copper  was  advanced  by 
some  of  the  producers  from  12  to  12}^  cents.  When  that  occurred  we 
had  calls  from  different  customers  and  not  knowing  how  much  copper 
they  might  need  altogether,  our  sales  department  made  a  note  of  the 
amount  of  copper  they  wanted  to  buy,  and,  as  I  remember,  it  totaled 
about  16,000  tons.    The  next  morning  we  allocated  to  each  one  of 
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these  customers  a  certain  percentage  of  the  copper  asked  for.  The 
next  day  we  gave  them  another  part  of  it,  and  then,  knowing  that  they 
could  get  the  copper,  they  ceased  to  want  the  balance.  Some  of  the 
other  producers  may  have  done  this  same  thing.  In  this  way  we  were 
trying  to  tell  our  customers  not  to  worry  about  their  supply  of  copper. 
We  thought  the  cycle  had  about  run  its  course  and  could  not  conceive 
that  business  could  keep  up  much  longer  at  such  a  high  level.  When 
we  think  the  price  is  getting  to  the  top  our  general  recommendation 
to  customers  is  not  to  buy  copper  that  they  are  not  going  to  use  for 
6  months  or  a  year,  because  they  may  be  able  to  get'  it  at  a  lower 
price  later_on. 

Mr.  ScoLL.  The  effect  of  that,  of  course,  is  to  prevent  the  market 
from  running  away. 

Mr.  Stannard.  That  is  the  effect  of  it. 

Mr.  ScoLL.  That  is  the  desired  effect? 

Mr.  Stannard.  That  is  the  desired  effect,  and  I  think  it  does  help 
to  prevent  runaway  markets. 

Mr.  ScoLL.  What  will  prevent  a  dissatisfied  customer  of  Kenne- 
cott's  from  buying  copper  from  some  other  producers? 

Mr.  Stannard.  There  is  nothing  to  prevent  him. 

Mr.  ScoLL.  Do  you  know  whether  any  of  them  succeeded? 

Mr.  Stannard.  I  really  do  not  know. 

Mr.  ScoLL.  You  recall,  do  you  not,  that  during  that  period  higher 
prices  were  reported  on  the  Commodity  Exchange — that  is  the  out- 
side market — during  September  than  the  producers  were  getting, 
isn't  that  correct? 

Mr.  Stannard.  Yes,  I  think  the  high  price  on  the  Commodity 
Exchange  in  September  was  about  14  cents  per  pound,  which  com- 
pared with  a  producer's  price  of  12  to  12}^  cents. 

Mr.  ScoLL.  Had  Kennecott  been  willing  to  ask  for  a  tiigher  price 
could  it  probably  have  gotten  it? 

Mr.  Stannard.  I  don't  thinlc  there  is  any  question  but  what  we 
could  have,  had  13  cents,  or  maybe  more  than  that  had  we  been  so 
inclined. 

Mr.  ScoLL.  You  were  quoting  before  from  a  report  of  the  National 
Resources  Board,  a  report  on  National  Planning  and  Public  Works  in 
Relation  to  Natural  Resources  and  Including  Land  Use  and  Water 
.  Resources  with  Finding  and  Recommendations,  Part  IV  of  the  Report 
of  the  Planning  Committee  for  Mineral  Policy,  and  I  might  add  par- 
enthetically that  Commissioner  Leon  Henderson  of  this  body  was  a 
member  of  the  committee  that  made  the  report. 

Senator  King.  Who  were  the  other  members  of  the  committee? 

Mr.  ScoLL.  C.  K.  Leith,  vice  chairman.  We  already  have  the 
name  of  the  chairman.  Herbert  Feis,  of  the  State  Department,  John 
W.  Finch,  of  the  Bureau  of  Mines,  J.  W.  Furness.  Mr.  Leith — I  don't 
know  whether  he  is  with  the  Government  or  not. 

Mr.  Stannard.  He  is  with  the  University  of  Wisconsin. 

Mr.  ScoLL.  C.  T.  Harris",  Jr ,  Mr.  Leon  Henderson,  W.  C.  Men- 
denhall. 

Senator  King.  He  is  with  the  Geological  Survey. 

Mr.  ScoLL.  I  believe  so.     F.  A.  Silcox. 

Senator  King.  He  was  the  head  of  the  Forest  Service. 

Mr.  ScoLL.  Wayne  C.  Taylor. 

Senator  King.  He  was  Assistant  Secretary  of  the  Treasury. 
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Mr.  ScoLL.  And  W.  L.  Thorp. 

Senator  King.  He  is  with  the  Department  of  Commerce. 
The  Chairman.  And  he  is  on  the  staff  of  this  committee. 
Mr.  ScoLL.  In  that  publication  appears  the  following  statement — 
Ihat  is  in  addition  to  what  you  have  read: 

The  committee  offers  the  following  recommendations. 

Full  and  complete  statistics  should  be  provided  covering  all  factors  of  supply 
and  demand,  including  consumption  and  consumers'  stocks  as  well  as  production 
and  producers'  stocks,  and  including  scrap  as  well  as  virgin  metal.  Such  market 
information  should  be  deposited  with  one  of  the  permanent  Government  mineral 
fact-finding  agencies.  The  basic  data  should  be  compiled  in  the  form  of  totals 
or  aggregates  and  published  promptly  for  the  use  of  both  consumer  and  seller. 
The  collection  of  such  statistics  should  proceed  with  the  closest  cooperation  of  the 
trade  organizations  most  interested. 

Now  you  recall,  do  you  not,  that  in  September  1939,  the  Copper 
Institute  suspended  publication  of  domestic  and  foreign  copper 
statistics? 

Mr.STANNARD.  That  is  correct. 

Mr.  ScoLL.  And  why  were  the  foreign  statistics  suspended? 

Mr.  Stannard.  They  were  suspended  because  we  could  not  get 
statistics  from  the  Rhodesian,  Canadian,  and  Belgian  producers  at 
that  time.  We  are  not  able  to  get  the  statistics  from  the  Canadian 
producers  even  now. 

Mr.  ScoLL.  And  why  were  the  domestic  statistics  suspended? 

Mr.  Stannard.  It  had  always  been  the  custom  to  publish  the  for- 
eign and  the  domestic  figures  at  one  and  the  same  time.  It  was  the 
general  opinion  of  the  domestic  industry  during  the  period  of  hysteria 
at  the  outbreak  of  the  war  and  during  the  month  of  September  that 
speculation  would  ba  decreased  if  the  figures  were  not  published. 
We  came  to  that  condlusion  because  consumption  was  extremely  high 
at  that  time  and  we  had  not  yet  been  able  to  increase  mine  production 
to  a  point  where  it  anywhere  near  balanced  consumption.  Had  we 
published  statistics  at  that  time  I  am  afraid  it  would  have  led  to  rather 
extreme  speculation. 

Mr.  ScoLL.  It  was  your  attitude  then  if  the  domestic  statistics  on 
stocks  and  production  were  known  that  there  would  be  a  considerable 
price  advance  on  the  Commodity  Exchange? 

Mr.  Stannard.  There  might  have  been. 

Mr.  ScoLL.  Suppose  the  price  had  gone  up  on  the  Commodity 
Exchange,  why  would  the  producers  have  had  to  foUow  it? 

Mr.  Stannard.  The  Commodity  Exchange  price  has  a  very  de- 
cided influence  upon  the  consumers  of  copper.  If  the  Commodity 
Exchange  price  should  be  15  cents  and  the  producer's  price  12}^  cents 
the  consumers  would  think  there  was  certain  to  be  an  advance  in 
price  and  consequently  would  buy. 

Mr.  Sgoll.  You  testified  that  the  method  of  controlling  the  buying 
wave  was  through  rationing  which  you  employed.  I  might  add  that 
the  producers  did  not  follow  when  the  price  on  the  Commodity  Ex- 
change rose  above  12}^  cents. 

Mr.  Stannard.  That  is  true;  they  did  not  foUow. 

Mr.  ScoLL.  Do  you  recall  that  statistics  were  suspended,  that  is 
domestic  statistics,  by  the  American  Bureau  of  Metal  Statistics  in 
Oqtober  1931? 

Mr.  Stannard.  I  do  not  recall  that,  Mr.  Scoll.  It  may  have  been 
so. 
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Mr.  ScoLL.  And  if  that  happened,  that  was  a  suspension  under 
conditions  of  depressed  buying,  and  in  your  opinion,  perhaps  if  they 
hall  not  been  suspended  conditions  would  have  been  worse? 

Mr.  Stannard.  They  might  have  been ;  yes. 

Mr.  ScoLL.  See  if  I  correctly  summarize  yom*  view  on  the  matter 
of  publication  of  statistics.  The  essential  point  is  that  the  producers 
are  better  able  to  control  prices  during  abnormal  periods  if  statistics 
are  suspended  during  such  periods.     Does  that  summarize  it? 

Mr.  Stannard.  I  think  that  is  true. 

Mr.  ScoLL.  You  are  aware,  are  you  not,  that  other  industries — 
take  petroleum,  for  example — have  adopted  exactly  the  opposite 
pohcy;  that  also  the  automobile  industry  releases  figures  on  annual 
production  and  sales  both  in  good  times  and  bad.  Obviously  the 
suspension  of  copper  statistics  in  October  1931  did  not  lead  to  better 
prices  than  otherwise  would  have  occurred,  did  it? 

Mr.  Stannard.  No;  it  did  not  because  we  were  then  in  a  descending 
business  cycle. 

Mr.  ScoLL.  That  is  all  I  have  with  this  witness. 

Dr.  LuBiN.  Mr,  Stannard,  do  you  really  believe  that  the  more  you 
can  keep  the  public  and  your  consumers  in  ignorance  the  better  it  is 
for  yom*  industry? 

Mr,  Stannard.  No;  I  do  not  think  that,  but  I  do  think  with  a 
commodity  like  copper  that  if  we  published  statistics  every  quarter 
instead  of  every  month,  it  would  tend  to  narrow  the  fluctuation  in 
the  price  of  copper. 

Dr.  Lubin.  In  other  words,  by  keeping  the  consumer  ignorant  of 
what  the  stock  situation  is,  it  makes  it  impossible  for  him  to  get  a 
true  picture  of  the  conditions  of  production  and  thereby  making 
it  possible  for  the  producer  to  keep  his  prices  higher  than  otherwise 
the  market  would  make  them. 

Mr.  Stannard.  If  you  have  in  mind  that  it  is  for  the  best  interests 
of  the  American  public  to  have  copper  selling  at  5  cents  a  pound 
instead  of  at  a  price  where  the  producer  can  make  sdme  return  on 
his  investment,  that  is  one  thing.  But  if  you  think  it  is  in  the  public 
interest  for  the  producer  of  copper  to,  as  I  say,  make  a  little  some- 
thing on  this  investment,  then  I  do  not  think  you  should  want  the 
consumer  of  copper  to  get  his  supplies  at  less  than  the  cost  of  pro- 
duction. 

Dr.  Lubin.  Would  you,  therefore,  advocate  that  we  ehminate  all 
industrial  and  production  statistics  and  stock  statistics  so  nobody  will 
know  what  the  true  situation  is? 

Mr.  Stannard.  I  am  not  advocating  that  at  all.  I  am  a  believer 
in  statistics,  but  think  that  the  speculators  take  a  great  deal  of  ad- 
vantage from  the  publication  of  copper  statistics.  When  business  is 
in  a  downward  cycle  and  they  see  stocks  of  copper  increasing,  specu- 
lation tends  to  weaken  the  price  and  finally  prices  may  go  down  to 
7  or  8  cents  a  pound.  If  figures  were  not  available  to  the  specu- 
lator— I  am  not  speaking  of  the  consumer,  but  the  speculator — 1 
think  it  would  narrow  price  fluctuations  very  materiallv. 

Dr.  Lubin.  That  would  be  true  of  cotton,  too,  wouldn't  it? 

Mr.  Stannard.  WeU,  I  do  not  know  very  much  about  cotton. 

Dr.  Lubin.  That  is,  I  mean  the  absence  of  statistics  on  production 
and  stocks  would  make  it  impossible  for  the  speculator,  when  he  sees 
a  report  to  the  effect  that  the  crop  is  going  to  be  bigger  than  they 
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anticipated,  from  being  a  factor  in  getting  lower  prices,  and  that  would 
be  true  in  wheat  equally  well,  wouldn't  it?  In  other  words,  one  would 
almost  logically  have  to  come  to  the  conclusion  that,  "Let's  ehminate 
all  of  these  statistics  and  let's  do  business  ignorantly  rather  than 
intelligently.'" 

Mr.  Stannard.  I  was  brought  up  as  an  engineer  and  engineers 
generally  like  to  do  business  intelligently,  I  am  not  advocating  doing 
away  with  all  statistics.  In  a  war  period  when  we  are  apt  to  have 
many  sudden  changes  in  conditions,  it  is  probably  better  to  be  on 
the  safe  side  as  regards  statistics.  Beginning  with  January  1  this 
year  I  would  like  to  see  copper  statistics  published  every  quarter 
untn  such  time  as  we  again  arrive  at  a  period  of  stability. 

Dr.  LuBiN.  In  other  words,  you  don't  think  that  supply  and 
demand  should  determine  the  price  of  copper? 

Mr.  Stannard.  Not  entirely  so  because  on  the  basis  of  supply  and 
demand — if  you  were  to  have  a  period  when  you  would  use  18,000 
tons  of  copper  per  month  and  you  had  a  supply  of  80,000  tons  of 
copper  per  month — what  would  th^  price  be?  It  might  be  5  cents 
or  4  cents,  and  copper  cannot  be  produced  for  anything  like  4  cents 
a  pound  in  the  United  States. 

Dr.  LuBiN.  After  all,  isn't  that  the  fundamental  way  of  the  Amer- 
ican system  of  doing  business? 

Mr.  Stannard.  Yes,  it  is,  generally  speaking. 

Dr.  LuBiN.  You  think  your  industry  should  be  made  an  exception 
to  that  rule? 

Mr.  Stannard.  No  ;  I  do  not  believe  in  exceptions.  I  think  we  have 
in  American  life  today  too  many  groups,  each  one  asking  a  special 
position,  and  having  that  belief,  I  cannot  ask  that  the  copper  industry 
be  made  an  exception. 

The  Chairman.  Are  there  any  other  questions  to  be  addressed  to 
Mr.  Stannard?     Who  is  your  next  witness? 

Mr.  Stannard.  May  I  say  just  one  word?  I  want  to  thank  you 
and  the  committee  for  all  your  courtesies,  and  repeat  what  Mr.  Kelley 
said  yesterday  about  Mr.  Scoll  and  Mr.  Moment.  They  have  been 
most  courteous  and  cooperative.    I  thank  them  also. 

The  Chairman.  The  committee  is  very  much  indebted  to  you, 
Mr.  Stannard,  for  a  very  frank  discussion  of  the  issues. 

Mr.  Scoll.  My  next  witness  is  Mr.  Brownell  who  will  only  take  a 
few  minutes,  and  I  think  he  wants  to  go  back  tonight. 

The  Chairman.  Very  well,  put  him  on. 

TESTIMONY  OF    FRANCIS    H.  BROWNEIL,    CHAIRMAN  OF  THE 
BOARD,  AMERICAN  SMELTING  AND  REFINING  CO.,  NEW  YORK, 

N.  Y. 

Mr.  Scoll.  Mr.  Brownell,  will  you  teU  the  reporter  your  full  name? 

Mr.  Brownell.  Francis  H.  Brownell.  I  am  chairman  of  the 
American  Smelting  &  Refining  Co. 

Mr.  Scoll.  Does  thr  American  Smelting  &  ReiBning  Co.  own  any 
substantial  copper-mining  property? 

Mr.  Brownell.  No. 

Mr.  Scoll.  Its  principal  connection  with  copper  is  that  of  a  smelter 
and  refiner  of  the  ores  of  other  producers? 
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Mr.  Brownell.  Mostly.  It  has  a  small  copper  production,  but  of 
10  consequence. 

Mr.  ScoLL.  How  important  in  its  total  income  are  the  profits 
obtained  from  smelting  and  refining  copper? 

Mr.  Brownell.  Well,  our  total  business  is  lead,  copper,  zinc,  and 
gold  and  silver,  and  so  on.  We  can't  allocate  as  between  copper  or 
lead  or  gold  or  silver.  Our  total  expenses — broadly  speaking,  the 
tonnage  of  lead  that  we  handle  on  a  customs  basis  is  greater  than  the 
tonnage  of  copper.  The  tonnage  of  copper,  owing  to  the  fact  that 
copper  has  a  higher  price,  generally  two  to  three  times,  is  in  a  monetary 
sense  moi'e  important  than  the  lead.  Zinc  is  third.  Then  we  have 
our  own  mines.  They  are  not  copper  mines  but  they  are  lead-zinc 
mines  and  gold  and  silver  mines.  And  that  all  enters  into  the  picture. 
We  don't  keep  our  books  on  the  basis  of  metals  and  I  can't  really 
tell  you. 

Mr.  ScoLL.  But  it  is  an  important  factor. 

Mr'.  Brownell.  It  is  a  very  important  factor. 

Senator  King.  And  if  the  ores  which  you  smelt  have  an  arsenical 
compound,  the  profits  from  your  copper  would  be  lower  because  of 
the  cost  of  reduction  and  refining  would  be  greater  to  get  rid  of  those 
refractory  and  base  elements  which  are  very  injurious  in  your  smelting 
operations. 

Mr.  Brownell.  Exactly,  Senator. 

Senator  King.  So  that  you  can't  tell  just  how  much  cost  to  allocate 
to  copper  because  you  don't  know  just  what  proportion  of  the  cost  of 
smelting  that  was  caused  by  the  base  and  deleterious  compounds  or 
elements. 

Mr.  ScoLL.  I  asked  Mr.  Kelley  to  distinguish  between  the  market- 
ing problems  of  a  producer  like  Anaconda  and  those  of  a  custom 
smelter  like  the  American  Refining  Co.  He  replied,  ^'Very  briefly  the 
situation  is  this:  In  the  case  of  a  producer  carrying  his  operation 
through  from  mining  to  the  finished  metal  and  then  selling  it,  he  has 
the  margin  between  the  cost  of  production  and  whatevier  he  sells  his 
metal  for.  In  the  case  of  the  custom  smelter,  the  margin  is  the  differ- 
ence between  what  the  smelter  pays  the  miner  for  his  metal  and  what 
the  smelter  is  able  to  sell  him,  and,  therefore,  this  situation  which  I 
think  you  wish  explained  arises:  The  custom  smelter,  having  a  very 
narrow  margin  and  buying  ore  from  day  to  day  or  metal  from  day  to 
day,  is  not  in  a  position  to  care  for  this  metal.  They  must  sell  it, 
endeavor  to  sell  it,  as  rapidly  as  they  require  it,  irrespective  of  market 
conditions.  Otherwise,  if  they  went  long  or  short,  they  would  be 
speculating  in  the  market  and  that  is  a  thing  they  don't  desire  to  do." 
Have  you  anything  to  add  to  Mr.  Kelley's  statement? 

Mr.  Brownell.  That  is  a  very  excellent  brief  statement  of  the 
situation.  Unless  you  have  some  particular  point,  I  don't  think  it  is 
necessary  to  add  anything  to  it.  I  would  like,  however,  to  explain  a 
little  more  the  position  that  the  custom  smelter  has  in  the  trade.  We 
are  essentially  the  gatheiing  point  of  the  small  producers  of  the  coun- 
try, mines  which  are  too  small  to  have  their  own  smelters,  either 
because  the  tonnage  is  small  or  because  their  financial  ability  to  have 
plants  of  that  size  is  too  limited.  The  smelting  business  requires  a 
mixture  of  ores.  Generally  people  regard  smelting  as  beiag  a  process 
of  throwing  so  much  ore  or  concentrate  into  a  furnace,  heating  that 
furnace  imtil  it  is  reduced  into  a  liquid  state,  in  which  the  heavier 
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metals  of  lead  or  copper  and  gold  and  silver  sink  to  the  bottom.  In  a 
broad  way,  that  is  true,  but  in  that  process  you  would  only  save  40  or 
50  percent  of  the  total  metals.  In  order  to  get  a  saving  of  the  major 
part  of  the  metal,  you  must  have  a  neutral  condition  of  the  bath, 
neutral  as  between  acid  and  alkali.  If  you  have,  for  example,  iron 
which  is  essentially  alkaline,  you  must  have  silica  which  is  essentially 
acid  to  flux  the  iron.  In  some  districts  some  mines  are  all  acid,  prac- 
tically; others  are  all  alkaline.  The  smelter  has  to  buy  its  ore  with 
reference  to  the  condition  of  the  various  customers  who  are  sending 
their  ores  to  it.  And  that  means  that  if  they  don't  get  it,  they  would 
have  to  use,  in  the  case  of  lack  of  silica,  barren  sand.  In  the  case  of 
lack  of  iron  in  the  ore  itself,  they  would  have  to  use  scrap  iron.  With- 
out the  custom  smelter  it  would  be  impossible  for  the  small  mines  of 
the  country  to  operate.  We  have  over  500  customers  in  the  copper 
business — custom  copper  customers — in  the  United  States  alone,  and 
we  have  slightly  more  than  that  in  the  lead  business — in  the  lead 
custom  business. 

Our  position,  then,  is  that  of  the  representative  of  the  small  mines, 
which  m  the  aggregate,  because  they  are  less  mechanized,  employ 
more  labor  per  ton  of  ore  than  do  the  larger  mines. 

They  are  perhaps  more  important  in  their  communities,  also,  in 
many  ways.  The  practice  that  we  have  in  buying  has  grown  up 
historically;  and  it  is  when  the  ore  or  concentrates  arrive  at  the 
smelter  that  the  metal  content  is  ascertained.  It  would  serve  no  good 
purpose  to  detail  that  process  unless  somebody  wishes  it.  As  soon  as 
it  is  ascertained — agreed  upon  between  the  parties — we  pay  the  rniner 
for  the  metal  content  of  his  shipment  at  the  price  prevailing  at  the  time 
of  its  arrival  at  the  smelter. 

Mr,  ScoLL.  That  is  the  E.  and,  M.  J.  price? 

Mr.  Brownell.  In  the  case  of  copper,  it  is  the  E.  and  M.  J.  price. 
In  the  case  of  lead,  it  is  the  A.  S.  and  K.  price.  In  the  case  of  zinc, 
it  is  the  St.  Louis  price  for  zinc.  In  the  case  of  silver — domestic 
silver — it  is  the  United  States  price ;  for  foreign  silver,  it  is  the  Handy 
&  Harmon  price  that  is  established  every  day.  From  the  total  dollar 
value — 100  percent  of  the  metals  thus  ascertained— is  deducted  a 
certain  amount  of  the  metal  which  is  part  profit  to  us,  and  part  to 
cover  the  metallurgical  loss.  We  also  deduct  an  agreed  upon  amount 
of  money  to  cover  the  process  of  smelting,  refining,  and  marketing,  so 
the  little  miner  gets  his  money  on  the  arrival  of  the  ore,  practically, 
at  the  smelter. 

Now  in  the  case  of  copper  it  takes  a  little  over  90  days  (with  us  it 
averages  about  100  days)  between  the  time  we  pay  for  the  copper  at 
the  smelter  and  jhe  time  it  has  been  smelted,  refined,  transported  to 
market,  and  sold. 

We  have  to  carry  it  during  that  time.  If  the  price  of  copper  has 
gone  up,  we  would  make  a  profit.  If  it  has  gone  down,  we  would  take 
a  loss.  But  we  find  that  we  can  not  conduct  our  business  in  that  way 
because  the  volume  increases  on  the  rising  price  and  when  a  fall  in 
price  would  occur,  we  would  have  a  drop  on  a  very  large  amount  of 
metal  and  our  total  loss  would  be  more  than  our  total  gain  on  the 
way  up.  So  to  avoid  that  possibility  and  to  sell  every  day  as  far  as 
we  can  what  we  pay  that  day  for  the  tonnage  received,  we  estabhsh 
what  we  call  our  normal  stock,  which  is  in  effect  a  reservoir  which  we 
visualize  as  being  always  there,  although  the  W^ter  in  the  reseryoir  is. 
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constantly  changing.  In  the  case  of  copper,  we  have  35,000  tons  of 
copper  in  the  United  States— I  am  not  speaking  of  what  we  allow  for 
our  foreign  copper,  simply  for  the  United  States — in  this  reservoir. 
We  thus  theoretically  are  able  to  sell  every  day  from  the  outgoing 
finished  product  end  of  the  reservoir  what  we  buy  at  the  intake  end, 
thus  protecting  our  manufacturing  and  fabricating  profit.  Theoreti- 
cally that  ought  to  be  easy.  It  is  not.  It  is  almost  impossible,  owing 
to  the  irregularity  with  which  metal  (and  I  may  confine  myself  for  the 
present  mostly  to  copper)  is  bought.  You  have  heard  about  these 
buying  waves.  You  have  heard  that  in  1  month  there  will  be  sold  as 
much  as  has  been  sold  in  3,  4,  5,  or  6  preceding  months,  and  not  only 
in  1  month  but  in  a  very  few  days  of  that  month. 

Now,  our  mterest  lies  in  maintaining  a  price  level  as  high  as  we  can 
and  still  sell  at  it.     That  is  our  duty  to  our  customers,  for  one  thing. 

The  Chairman.  To  your  customers? 

Mr.  Brownell.  Yes ;  they  are  the  little  miner  who  sells  his  ore.  He 
regards  us  as  his  trustee  to  get  for  him  the  best  price  we  can.  He 
knows  that  he  is  selling  on  the  market  price,  and  he  wants  that  price 
naturally  to  be  high.  We  are  selfishly  interested  in  as  high  a  price  as 
possible,  with  evenness  of  operation,  because  the  better  the  price,  the 
more  tonnage  comes  into  our  plants,  thus  reducing  our  cost  and 
increasing  the  profit  per  ton  because  the  tonnage  increases. 

We  are  also  interested  from  the  standpoint  of  the  man  who  buys 
from  us,  the  fabricator.  The  fabricator  isn't  so  much  interested  in  the 
price  of  copper  as  he  is  in  regularity  of  that  price,  because  he  has  his 
own  problems  of  being  able  to  sell  his  product  at  the  price  which  he 
paid  for  the  raw  material.  If,  therefore,  we  were  every  day  in  this 
irregularity  of  selling — that  is  to  say,  if  we  can't  sell  copper  at  12K 
cents,  we  reduce  the  price  to  12}{  cents,  and  if  it  doesn't  move  at 
12j^  we  reduce  the  price  to  12  cents;  and  then  if  it  did  move  to  go  up, 
we  would  help  make  the  swings,  then  we  would  on  the  one  hand  lose  the 
confidence  of  the  miner  who  would  feel  that  we  were  not  trying  to  get 
him  the  best  price,  but  were  serving  our  own  selfish  interest  only  in 
trying  to  sell  without  making  a  loss.  And  on  the  other  hand  we  would 
alienate  the  buyer  of  our  finished  copper  because  he  doesn't  want  the 
price  changed  and  he  would  rather  buy  from  somebody  who  isn't 
alwa,ys  changing  the  price — ^wobbling  around — than  to  buy  from  us. 
So  that,  within  Hmits  of  increase  in  our  inventory,  we  always  try  to 
lean  over,  backward  before  we  break  the  price,  and  I  would  like  to 
emphasize  that  point  because  the  custom  smelter  is  kicked  all  around- 
in  the  mineral  row  as  being  a  price  breaker.  They  don't  reahze  how 
much  we  have  done  to  maintain  the  price. 

Senator  King.  Is  it  not  a  fact  that  in  Utah  and  Nevada  and  Idaho 
and  Montana  (but  particularly  Nevada  and  Utah)  the  small  miner 
has  been  the  beneficiary  of  these  attempted  pohcies  of  your  smelter 
(and  I  am  familiar  with  them)  to  equalize  prices  and  to  protect  the 
small  man,  as  a  result  of  which  a  large  part  of  your  ores  come  from 
newly  developed  mines  by  the  small  mine  owner.  He  may  be  working 
alone  or  have  two  of  three  partners  with  him  in  developing  a  little 
mining  process  and  they  know  whenever  they  get  the  ore  out  they  can 
sell  it  to  your  smelter. 

Mr.  Brownell.  And  they  can  get  the  money  as  soon  as  they  get  it 
to  our  smelter. 
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On  the  whole,  just  for  a  quick  look — [referrmg  to  charts] 

Mr.  ScoLL  (interposing).  Which  one  are  you  taking  first? 
Mr.  Brownell.  This  red  one  is  copper. 

COPPER  AND  LEAD  INVENTORIES  AND  PRICES:  INTERNATIONAL  LEAD 

AGREEMENTS 

Mr.  ScoLL.  The  chart  that  Mr.  Brownell  is  going  to  refer  to  is  a 
chart  prepared  by  the  American  Smelting  &  Refining  Co.  entitled 
"Copper  Accumulated  in  Excess  of  Working  Inventory." 

(The  chart  referred  to  was  marked  "Exhibit  No.  2166"  and  is 
included  in  the  appendix  facing  p.  13543.) 

Mr.  Brownell.  I  told  you  we  have  a  volume  of  normal 

Mr.  ScoLL  (interposing).  Do  you  want  to  identify  this  one,  too? 

Mr.  Brownell.  This  one  in  blue  is  lead.  It  is,  "American  Smelting 
&  Refining  Co.,  Domestic  Lead  Accumulated  in  Excess  of  Working 
Inventory." 

The  Chairman.  That  wiU  be  admitted. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2167"  and  is 
included  in  the  appendix  facing  p.  13543.) 

The  Chairman.  These  two  exhibits  may  be  admitted. 

Mr.  Brownell.  These  cover  the  same  period  of  time  from  1918  to 
1939.  I  have-not  taken  account  of  the  increase  of  5,000  tons  above 
our  normal  stocks  in  either  metal.  We  accumulate  that  before  we 
make  a  determined  break  in  the  price  unless  all  the  surrounding 
conditions  look  very  bad  from  a  market  standpoint. 

Now  you  will  see  that  on  these  three  occasions,  first  at  the  end  of 
the  war,  then  in  1918  and  1922,  we  accumulated  in  copper  34,000 
tons  and  in  lead  a  maximum  of  23,000  tons.  We  didn't  accumulate 
again  until  the  panic  in  1931,  when  we  accumulated  a  maximum  of 
55,000  tons  of  copper  and  61,000  tons  of  lead,  above  our  normal  stock. 
Then  we  sold  out  and  we  didn't  accumulate  again  until  the  1937-1938 
depression,  when  we  accumulated  18,000  tons  of  copper  and  25,000 
tons  of  lead. 

Now  you  will  notice  we  accumulated  more  lead  than  we  did  copper, 
except  immediately  after  the  war.  Why  we  didn't  do  it  then,  in  my 
judgment,  is  that  during  the  war  the  use  of  lead  was  not  as  important 
as  the  use  of  copper.  The  nations  didn't  buy  as  much;  and  for  the 
further  fact  that  in  the  case  of  lead  what  was  used  took  the  form  of 
rifle  bullets  and  was  lo'st.  In  the  case  of  copper  the  brass  is  all  re- 
covered so  that  the  recovery  from  the  brass  and  the  larger  stocks  held 
by  the  nations  made  more  acute  the  case  of  copper  than  of  lead  at  the 
end  of  the  war,  and  therefore  we  accumulated  more  copper  than  lead. 
In  these  other  periods,  we  accumulated  more  lead  than  copper. 

Senator  King.  Mr.  Brownell,  being  a  custom  smelter,  it  is  your 
duty,  or  at  least  you  conceive  it  to  be  a  duty,  to  take  the  ores  that  are 
delivered  at  your  smelter,  whether  you  have  the  surplus  or  not. 
You  buy  them ;  you  have  to  do  it.  That  encourages  the  small  miner 
particularly  to  continue  his  operations,  because  he  knows  that  no 
matter  how  large  your  surplus  may  be,  you  are  bound  to  take  his  ore 
and  pay  him  the  price  immediately? 

Mr.  Brownell.   Absolutely. 

Senator  King.  He  doesn't  wait  until  you  are  settled? 
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Mr,  Brownell.  We  are  under  contract  in  probably  90  percent  of 
the  tonnage,  and  we  are  under  a  moral  obligation  because  we  adver* 
tise  what  is  called  an  open  contract  price  for  anybody  who  ships  in 
tonnage  at  any  time  that  he  will  be  given  a  certain  printed  rate. 

Senator  King.  If  a  miner  or  a  company  from  Nevada  brought  ores 
to  your  smelter,  though  you  had  large  acciunulations  of  copper  or  lead, 
you  would  take  his  ore,  even  though  you  held  it  for  an  indefinite  period, 
and  pay  him  immediately,  as  soon  as  it  was  sampled,  that  very  day  or 
the  next  day,  and  he  would  go  away  with  the  money  in  his  pocket? 

Mr.  Brownell.  Exactly.  He  generally  stays  around  until  he  gets 
it,  too. 

The  Chairman.  Is  he  usually  satisfied? 

Mr.  Brownell.  Well,  not  always,  of  course 

Mr.  ScoLL.  May  I  interrupt  you  to  ask  a  question  at  this  point,, 
and  ask  whether  the  situation  you  describe  couldn't  be  relieved  if  the 
custom  smelter  had  a  hedging  market? 

Mr.  Brownell.  I  would  like  to  come  to  that  a  httle  later,  may  I, 
if  it  is  equally  agreeable  to  you?  I  want  to  point  out  two  other  things 
in  connection  with  that  chart.  The  first  is  that  in  the  case  of  lead 
there  was  no  combination  under  the  Webb-Pomerene  Act,  no  agree- 
ment of  sale,  no  other  sort  of  a  collaboration,  excepting  only  that  like 
copper  we  have  a  statistical  trade  organization,  the  Lead  Institute. 

The  Chairman.  In  other  words  there  was  no  organization  like  the 
Copper  Export  Association  or  Copper  Exporters,  Inc.? 

Mr.  Brownell.  Exactly. 

The  Chairman.  And  no  combination  or  agreement  among  the  pro- 
ducers of  lead? 

Mr.  Brownell.  Exactly.  Lead  has  run  its  own  course  and  in  that 
connection  I  would  Uke  to  show  this  other  chart  of  mine  which  com- 
pares- 


The  Chairman  (interposing).  Before  you  refer  to  that  chart,  let  me 
ask,  was  there  any  combination  of  lead  producers  abroad? 

Mr.  Brownell.  Yes,  there  were  two;  one  was  for  a  period  right 
after  the  war,  1921  to  1923,  in  regard  to  foreign  production — Mexico, 
AustraUa,  Canada,  Germany,  and  France.  The  first  one  was  a  price- 
agreement  arrangement  in  which  the  tonnage  sold  was  apportioned 
among  every  member  of  the  organization.  The  agreement  was  one 
made  in  accordance  with  the  laws  of  Great  Britain,  drawn  by  counsel 
and  filed  with  the  Board  of  Trade  and  perfectly  legitimate  and  lawful. 
That  didn't  wcwrk.  An  over-sold  member  who  had  sold  more  had  to 
btiy  from  somebody  else,  and  then  he  had  to  use  that  brand  when  he 
resold  it;  and  quarrels  arose  over  that,  over  maintaining  customers 
whom  they  had  taught  to  hke  a  particular  brand.  For  example — we 
would  say  "The  A.  S.  and  R.  brand  is  the  best  brand  of  lead,  and  we 
don't  want  to  sell  your  brand,"  and  the  other  fellow  would  say  exactly 
the  sanie  thing. 

The  Chairman.  And  both  were  correct,  probably? 

Mr.  Brownell.  And  both  were  probably  correct.  So  the  agree- 
ment brok6  down  on  that  basis — lasted  only  about  18  months.  No 
other  attempt  was  made  in  lead  until  the  summer  of  1938,  when  we 
had  a  production  agreement  between  practically  the  same  people,  the 
Australian,  Canadian,  Mexican,  and  South  American. 

The  Chairman.  Now  did  any  American  interest  of  any  kind  partici- 
pate in  either  of  these  agreements? 
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Mr.  Brownell.  We  participated  in  both  of  them  for  our  Mexican 
production,  and  we  stipulated  in  that,  as  they  did  in  tliis  copper  pool, 
that  it  should  not  apply  in  any  way  to  our  production  or  position  in 
the  United  States. 

The  Chairman.  In  other  words  in  the  United  States  you  were  of 
the  opinion  the  law  prohibited  an  agreement  of  that  kind,  whereas  by 
statute  abroad  it  was  a  perfectly  legal  procedure? 

Mr.  Brownell.  Perfectly  legal  procedure. 

The  Chairman.  And  I  understand  you  to  say  that  though  it  was 
legal  abroad  it  did  not  succeed? 

Mr.  Brownell.  The  first  one  did  not  succeed.  The  second  onie 
in  my  judgment  was  doing  fine  until  the  war  came  and  that  broke  it; 
it  was  just  getting  on  its  legs  and  was  a  very,  very  promising  child. 

The  Chairman.  In  what  respect  was  it  successful?  In  maintaining 
the  price? 

Mr.  Brownell.  No,  it  was  an  automatic  reduction  of  production 
with  a  change  in  price.  The  arrangement  was  this;  whenever  on  the 
London  Metal  Exchange — which  is  a  free  and  open  market — this  may 
have  some  bearing  on  your  later  subject,  Mr.  Scoll — the  price  of  lead, 
the  average  price  of  spot  and  future,  remains  below  £15  for  a  period  of 
20  market  days  in  succession,  automatically  we  put  in  a  5  percent 
reduction  of  production  and  in  Heu — if  it  were  impossible,  as  it  often 
was,  to  change  our  mine  production,  then  we  agreed  to  hold  that 
amoimt  of  refined  lead  off  of  the  market  indefinitely,  only  to  be  sold 
when  lead  arose  above  £17  or  £16 — only  a  pound  variation. 

It  was  just  smoothing  out. 

The  Chairman.  That  operated  by  way  of  withholding  the  lead 
from  the  market? 

Mr.  Brownell.  Withholding  the  lead  from  the  market  when  the 
market  price  dropped  below 

The  Chairman.  A  certain  level? 

Mr.  Brownell.  A  certain  level — agreed  upon'  level — and  when  it 
came  above  that  level,  with  every  increase  of  one  poimd  we  released 
5  percent  of  previous  reduction  of  production. 

The  Chairman.  Then  there  was  also  an  agreement  to  curtail 
production? 

Mr.  Brownell.  In  heu  of  that  withhold  a  resultant  amount  of 
lead  from  the  market. 

The  Chairman.  One  or  the  other? 

Mr.  Brownell.  One  or  the  other. 

The  Chairman.  So  that  the  effect  was  the  same,  whichever  pro- 
cedure was  followed  by  a  particular  producer. 

Mr.  Brownell.  Exactly.     It  avoided  changes-of  labor  at  the  mine. 

The  Chairman.  The  purpose  of  tliis  curtailment  of  production  or 
withholding  of  lead  from  the  market  was  to  stabilize  the  price? 

Mr.  Brownell.  Was  to  stabilize  the  price  so  that  it  would  not 
go  below  this  minimum  level,  and  when  it  rose  sufficiently  above  the 
£16  level,  all  restrictions  would  be  off  and  it  was  a  perfectly  free  and 
open  rnarket  in  production  and  everything  else.  ^ 

The  Chairman.  Then  it  didn't  operate  to  raise  the  price  imduiy,  is 
that  your  point? 

Mr.  Brownell.  That  is  the  point;  Above  this  release  level  you 
came  back  to  a  state  of  nature,  if  you  please,  where  there  was  no  control 
whatever. 


13272        CONCENTRATION  OF  ECONOMIC  POWER 

The  Chairman.  So  as  in  the  case  of  copper,  your  answer  would  be 
the  sime  as  that  of  Mr.  Stannard,  that  it  was  an  agreement  to  prevent 
destructive  effects  upon  the  industry  rather  than  to  produce  exploita- 
tion of  the  consumer  "i* 

Mr.  Brownell.  Exactly. 

Mr.  O'CoNNELL.  It  was  the  purpose  of  putting  a  floor  below  prices, 
but  noHceiling? 

Mr.  Brownell.  Putting  a  floor  below  prices,  but  no  ceiling  above 
prices,  except  that  there  would  be  a  perfect  freedom  of  production. 

Mr.  O'CoNNELL.  So  long  as  the  price  remained  above  the  floor? 

Mr.  Brownell.  Yes. 

The  Chairman.  This  was  all  upset  by  the  war? 

Mr.  Brownell.  This  was  upset  by  the-war,  ended  with  the  war  in 
September.  Now  before  I  leave  this  question  of  the  chart,  I  would 
like  to  show  the  similarity  in  the  price  of  lead  and  in  the  price  of 
copper  for  the  period  1932  to  the  end  of  1939. 

Mr.  Scoll.  Do  you  want  to  introduce  the  chart? 

Mr.  Brownell.  I  don't  care. 

The  Chairman.  If  you  are  going  to  discuss  it,  let's  get  it  in  the 
record;  I  tbink  it  would  be  helpful. 

Mr.  Scoll.  Read  the  title. 

Mr.  Brownell.  The  title  is  "Comparison  of  Monthly  Lead  and 
Copper  Prices."  I  should  have  put  on  there  that  they  are  the  United 
States  prices,  E.  and  M.  J.  prices  in  both  cases. 

The  Chairman.  The  exhibit  will  be  admitted.     You  may  proceed. 

(The  chart  referred  to  was  marked  "Exhibit  No.  2168"  and  appears 
in  the  appendix  on  p.  13544.) 

Mr.  Brownell.  In  a  broad  way  the  lower  or  black  line  is  lead  and 
the  upper  line  is  copper.  This  duU  line,  dotted  red  line,  is  the  foreign 
price  of  copper,  and  the  solid  red  line  is  the  United  States,  E.  and 
M.  J.  price  of  copper.  Now  you  wiU  notice  that  in  a  broad  way  while 
lead,  of  course,  is  a  much  cheaper  metal,  the  swings  in  prices  were 
very  identical  with  the  swings  in  prices  in  copper  because  both  metals 
are  affected  by  the  same  general  economic  condition,  largely  used  in 
Construction — prince  and  pauper  occupations,  both  of  them — and 
when  times  are  good  the  price  goes  up,  and  when  they  are  bad  it  falls 
quite  rapidly. 

The  two  things  in  this  chart  that  I  wish  to  call  attention  to,  in  view 
of  the  discussion  here,  is  that  there  was,  in  lead,  I  venture  to  say,  the 
most  free  and  open  niarket  of  any  commodity  I  know  of,  and  yet 
about  the  same  types  of  plateaus  occurred  at  about  the  same  periods 
as  occmred  in  the  price  of  copper.  Here,  if  I  recollect,  is  one  of  these 
plateaus— :si  am  leaving  out  the  Code  period  and  those  things.  Here 
is  a  plateau,  and  a  corresponding  plateau  of  about  the  same  length 
in  copper.  Here  is  a  plateau  not  quite  as  level  as  the  one  in  copper, 
but  substantially  so. 

Here  at  the  end  of  the  period  which  was  pointed  out,  the  plateau 
is  almost  identical,  a  little  longer  in  lead  than  in  copper.  So  that  it 
seems  to  me,  being  equally  interested  in  both  inetals — ^having  as 
much  to  do  with  the  marketing  of  one  as  with  the  other — that  about 
the  same  conditions  affect  the  level  of  prices  with  this  one  exception, 
the  swings  of  marketing,  of  buying',  are  very  much  greater  in  copper 
than  they  are  in  lead. .  The  buying  waves  in  copper  are  very  much 
greater  than  the  buying  waves  in  lead. 
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In  my  judgment,  as  was  touched  upon,  that  was  due  to  these  two 
causes;  in  copper  they  didn't  swing  any  more  than  lead  before  1929. 
Your  chart  on  1929,  this  famous  exhibit  that. has  been  used  more  than 
any  other — ■ — 

The  Chairman  (interposing).  "Exhibit  No.  2100". ^ 

Mr.  Brownell.  Shows  a  pretty  stable  levelof  copper  before  1929; 
these  variations  have  come  afterward.  That  is  due  to  the  fact,  in 
my  judgment  only,  that  in  the  case  of  lead  we  don't  sell  forward  as 
they  do  in  copper.  The  custom  in  copper  is  to  sell  for  delivery  after 
3  calendar  months;  you  sell  in  January  and  you  don't  have  to  take  it 
and  pay  for  it  until  April.  In  the  extreme  you  have  4  months  to 
play  the  market.  In  lead  we  only  sell  for  delivery  in  the  next  calendar 
month,  and  we  keep  the  fabricators  closer  in  their  buying.  They 
haven't  such  a  period  of  play  of  the  market,  and  tSey  are  in  closer 
touch  with  their  immediate  demand  in  the  country. 

The  Chairman.  Well,  do  the  producers  of  lead  to  as  great  a  degree 
as  in  copper  also  control  fabricating  units? 

Mr.  Brownell.  No  ;  nothing  like  the  degree  in  copper. 

The  Chairman.  Does  that,  in  your  judgment,  have  any  bearing? 

Mr.  Brownell.  We  have  only  two  small  operations,  one  in  Selby, 
San  Francisco,  and  a  small  one  at  Perth  Amboy;  both  of  them  use 
together  less  than  1,000  tons  of  lead  a  month. 

The  Chairman.  Don't  you  think  that  has  some  bearing  upon  the 
situation? 

Mr.  Brownell.  I  tliink  it  has  a  very  great  bearing  on  the  situation, 
and  I  think  it  partly — I  was  coming  to  that;  the  second  cause  is  due 
in  effect  to  that  very  situation.  The  fabricator's  sales  department 
always  wants  to  get  business  and  he  wants  to  get  it  away  from  his 
competitor  if  he  possibly  can.  In  copper  I  think  that  practice  has 
now  been  abandoned,  however. 

In  copper  these  buying  waves  often  occur  when  there  is  rumor  or 
conditions  are  such  that  you  have  reason  to  beUeve  from  anybody 
acquainted  with  the  business,  that  probably  the  price  will  go  up 
pretty  soon.  Well,  now,  when  it  is  going  up  somebody — one  of  the 
larger  producers,  Kennecott  or  Anaconda  or  Phelps  Dodge,  as  the 
case  may  be — may  make  a  statement  that  the  price  is  going  up 
unless  somebody  else  puts  it  up.  And  they  prolect  the  buyer  at  the 
fabricator  end  for  24  hours,  at  the  old  price,  so  that  if  you  announce 
today  that  the  price  tomorrow  is  going  to  be — announce  today  at  5 
o'clock,  tomorrow  the  price  is  going  to  be  12.75  instead  of  12.50,  but 
anybody  who  wants  to  buy  tomorrow  before  it  goes  up  will  be  taken 
care  of  at  12}^,  you  obviously  are  going  to  have  a  big  buying  wave. 

Dr.  LuBiN.  In  other  words,  the  producers-  create  the  buying 
waves? 

Mr.  Brownell.  Let  me  distinguish.  I  think  Kennecott  does  not. 
I  think  it  has  been  more  the  other  producers,  and  I  don't  think  they 
have  done  it  so  much  from  the  buying  wave  standpoint  as  from  the 
desire  to  get  at  their  fabricating  end  the  largest  possible  volume  of 
business. 

The  Chairman.  I  wonder  if  Mr.  Stannard  wants  to  make  any 
comment? 

Mr.  Stannard.  I  don't  think  I  care  to  make  any  comment. 

I  Appendix  p.  18384. 
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Mr.  Brownell.  That  is  what  accentuates  these  buying  waves  and 
that  is  why  it  is  so  difficult  for  a  custom  smelter  who  cannot  sell  for- 
ward— we  cannot  sell  forward.  A  producer  has  only  at  stake  liis 
cost  of  production — his  money  cost  of  production  from  a  monetary 
standpoint.  All  he  loses  if  the  price  later  goes  up  is  an  additional 
profit,  but  we  who  buy  our  copper  on  the  current  price — if  we  sell  1 
day's  intake  forward  and  the  price  has  gone  up  a  quarter  of  a  cent  in 
that  day,  have  lost  $5  a  ton  on  that  day's  intake;  and  if  it  advances 
rapidly,  why  we  would  lose  very  much — lose  our  shirt,  as  the  saying 
is— so  that  a  custom  smelter  can  never  participate  in  a  buying  wave. 
We  automatically  have  to  stop  when  we  have  sold  our  intake  up  to 
that  date,  or  we  would  be  gambUng  with  the  future  in  a  short  position. 
I  think  that  covers  what  I  have  to  say.  That  is  why  we  are  more 
unpopular  as  a  custom  smelter  in  the  copper  business  than  we  are  in 
the  lead  business. 

Mr.  ScoLL.  Mr.  Brownell,  now  couldn't  the  custom  smelters  help 
themselves  in  the  situation  you  have  described  if  there  were  a,  say, 
hedging  market?     I  beheve  I  asked  that  question  before. 

Mr.  Brownell.  Yes;  the  custom  smelter  would  be  able  to  sell  on 
that  hedging  market.  There  is  no  doubt  about  that;  but  from  the 
producer's  standpoint,  I  think  Mr.  Stannard  is  correct.  If  I  was 
solely  a  producer  I  would  be  opposed  to  a  commodity  market.  As  a 
custom  smelter,  there  again  the  interests  of  a  producer  and  a  custom 
smelter  are  sUghtly  different. 

Mr.  ScoLL.  Well,  now,  Jiave  you — the  A.  S.  &  K. — been  using  the 
market  established  by  the  Commodity  Exchange? 

Mi".  Brownell.  Well,  we  do;  yes,  we  do  in  this  effort  that  I  pointed 
out — not  to  break  the  price,  because  that  alienates  our  mine  customer 
on  the  one  hand  and  our  fabricator  customer  on  the  other  end — 
highly  undesirable  in  every  way,  from  our  own  standpoint.  We  will 
go  along  during  these  duU  periods  and  we  will  sell  our  copper  where- 
ever  we  can  at  a  loss  of  from  1  to  $5  a  ton;  as  a  rule  50  cents  a  ton 
will  move  the  business.  There  is  an  old  saying  in  the  copper  busiiiess 
that  no  friendship  and  no  enmity  whatever  can  stand  against  25  cents 
a  ton,  either  way,  so  we  generally — rather  than  break  the  price — as 
long  as  we  can  sell  on  the  Commodity  Exchange  without  more  than  a 
loss  of  $1  a  ton  or  thereabouts — in  order  to  carry  over  one  of  these 
lulls,  and  at  the  same  time  not  tie  up  so  much  money,  we  do  it.  We 
sell  abroad.  We  seU  very  largely  abroad  because  very  often — even 
with  this  tariff — the  price  abroad  has  been  higher  than  in  the  United 
States  for  nearly  a  quarter  of  the  time  since  the  tariff  went  into  effect. 

Mr.  ScoLL.  So  in  view  of  the  position  of  the  custom  smelter  that 
you  have  just  described,  why  then  did  A.  S.  &  R.  join  both  the  Cop- 
per Export  Association  and  Copper  Exporters,  Incorporated? 

Mr.  Brownell.  In  the  Copper  Export  Association,  which  was 
organized  in  1918,  our  position  was  that  of  the  largest  selling  agency 
in  copper  then  existing  in  the  United  States.  Anaconda  at  that 
jtime  was  second.  We  sold — we  smelted  and  refined  on  what  we 
%all  a  toll  basis;  that  is,  we  didn't  buy  their  copper  but  we  agreed  to 
return  from  the  ore  within  90  days  or  100  days,  as  the  contract  might 
read,  the  resulting  refined  electrolytic  copper  at  a  given  point,  at  our 
seaboard  refinery,  Atlantic  seaboard.  Then  we  sold  that  copper  for 
them;  we  sold  for  Utah,  Rio  Tinto,  Cerro  de  Pasco,  Tennessee  Cop- 
per, Miami — Miami  only  for  a  very  short  time — and  Mason  Valley. 
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All  told  we  were  seUing  in  1918  about  60  percent  of  the  copper  pro- 
duction of  the  United  States. 

Our  clients — that  is,  our  toll  customers — these  copper  companies, 
wanted  to  go  into  the  Export  Association  and  of  course  we  had  to 
go  in  with  them,  and  particularly  as  at  that  time  there  had  grown  up 
in  our  seUing  agency  a  feeling  that  a  custom  smelter  was  not  a  proper 
agent  for  selling  a  producer's  copper  because  his  interest  lay  in  selling 
more  while  a  producer's  interest  lay  in  holding  until  he  got  a  proper 
price. 

As  a  result  the  seUing  agency  was  dissolved  at  the  end  of  1920, 
about  18  months  after  we  went  into  the  Export  Association.  We 
went  in  in  the  first  instance  at  the  request  of  these  customers  of 
ours,  very  largely,  and  also  because* we  were  a  believer  in  principle 
and  notwithstanding  that  we  are  a  custom  smelter,  we  tried  to 
cooperate  as  much  as  we  could  for  the  welfare  of  the  industry  in  which 
we  are  engaged. 

At  the  end  of  1920  we  stayed  in — the  sales  agency  ended — and 
we  stayed  in,  notwithstanding  that  our  experience  up  to  that  time 
had  shown  that  under  the  organization  of  the  Association  there  were 
many  dangers  for  a  custom  smelter.  The  Association  prorated  all 
sales  in  proportion  to  your  offerings.  The  Association  wouldn't  let 
you  sell  except  at  the  Association  price,  which  would  be  fixed  by  others, 
and  which  might  be  a  price  at  which  we  douldn't  relieve  ourselves. 
But  1921  came,  when  we  were  free.  At  that  time  in  this  accumula- 
tion we  had  borrowed  $12,000,000  from  the  banks.  The  copper 
industry  as  a  whole  had  borrowed  about  $60,000,000,  trying  to  get 
over  carrying  the  copper  that  was  pushed  upon  them  in  that  panic, 
or  right  after  the  war.  But  for  the  most  of  this,  or  a  large  part  of 
it,  about  $40,000,000  was  borrowed  in  the  form  of  acceptances  in 
banks.  The  banks,  having  reached  their  loaning  ability,  would 
accept  a  draft  payable  in  90  days.  They  would  take  that  over  to 
the  discount  corporation,  which  would  endorse  it;  and  then  it  was 
available  for  sale  to  the  Federal  Reserve  Bank.  The  bank,  the 
originating  bank,  got  a  quarter  of  1  percent;  the  discount  corporation 
got  a  quarter  of  1  percent,  and  we  paid  a  half  of  1  percent  over  the 
discount  rate  of  the  Federal  Reserve  Bank. 

WeU,  along  there  in  early  1921  the  Federal  Reserve  decided  that 
it  was  in  the  interest  of  public  policy  to  liquidate  this  large  amount 
of  loans  based  upon  inventories  in  order  that  prices  might  seek  their 
level  more  readily,  I  suppose.  At  any  rate  it  caught  us  in  a  very 
bad  position^ — the  copper  mdustry.  And  we  didn't  know  what  to  do 
about  it.  We  finally  decided  to  adopt  the  plan  that  was  described 
by  Mr.  Kelley  under  the  Export  Association.  We  took — each  one 
of  us  our  pro  rata  of  200,000  tons  of  copper  at  10  cents  a  pound, 
$200  a  ton. 

Mr.  ScoLL.  If  I  may  interrupt  you,  Mr.  Brownell — for  just  a 
moment — then  you  resigned  from  the  Association  when  it  no  longer 
served  your  purposes? 

Mr.  Brownell.  Exactly. 

Mr.  ScoLL.  Now  I  would  like  to  ask  you  just  one  question  to 
clear  the  record  on  a  point  Mr.  Kelley  covered,  and  then  I  will  be 
through.  In  order  to  maintain  the  18-cent  price  through  the  panic 
of  October  in  1929  did  any  of  the  primary  producers  purchase  copper 
from  the  A.  S.  &  R.? 
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Mr.  Brownell.  Not  in  1929. 

Mr.  ScoLL.  Did  they  at  any  time  during  that  period  ? 

Mr.  Brownell.  In  1928  and  intervals  prior  to  that. 

Mr.  ScoLL.  When  in  1928? 

Mr.  Brownell.  In  1928  we  sold  to  United  Metals  Selling  Co., 
which  is  an  Anaconda  Company,  9,875  tons  of  copper.  Well,  I 
was  wrong — in  1929  we  sold  them  2,500  tons  of  copper,  but  it  was 
before  the  18-cent  price. 

Mr.  ScoLL.  Did  those  sales  have  anything  to  do  with  the  mainte- 
nance of  that  price? 

Mr.  Brownell.  Oh,  no;  they  were  made  before  the  18-cent  price. 

Mr.  ScoLL.  Now  after  the  panic  in  October  1929,  there  was  an 
arrangement,  I  beUeve,  whereby  the  primary  producers  agreed  to 
assist  the  custom  smelters  in  disposing  of  copper  which  they  had  on 
their  hands.     Is  that  correct? 

Mr.  Brownell.  Yes. 

Mr.  Scoll.  And  did  that  apply  to  domestic  sales? 

Mr.  Brownell.  No. 

Mr.  Scoll.  Only  to  foreign  sales? 

Mr.  Brownell.  Only  to  foreign  sales. 

Mr.  Scoll.  Now  you  have  described  the  arrangement  briefly. 

Mr.  Brownell.  In  the  organization  of  Copper  Exporters  we  cured 
the  defects  of  the  old  Association  when  we  went  into  it;  namely,  under 
the  Exporters  anybody  could  make  a  special  sale.  If  he  didn't  want — 
if  the  custom  smelters,  for  example,  didn't  want  to  hold  for  the  price 
of  the  others,  we  could  notify  them  that  we  had  so  much  copper  to 
sell  at  something  below  their  price. 

Mr.  Scofci.  I  believe  Mr.  Kelley  explained  that. 

Mr.  Brownell.  And  that  relieved  us  from  the  difficulty  of  the 
Copper  Export  Association.  Well,  now  everything  went  along  very 
well.  The  1929  sales  of  copper  were  tremendous.  There  had  been  a 
buying  wave  in  August  or  September,  and  when  I  got  back  here^I 
had  been  on  a  trip  around  the  plants  in  September — the  latter  part 
of  that  month,  I  found  that  there  had  been  a  great  lull  in  buying 
and  the  fabricating  plants  in  which  we  were  interested  reported  that 
there  had  been  a  great  lull  in  buying  so  far  as  they  were  concerned. 
The  outstanding  forward  sales  at  the  18-cent  level  were  very  large. 
You  have  got  the  figures. 

Mr.  Scoll.  I  believe  that  was  covered,  too,  Mr.  Brownell,  if  I  may 
interrupt  you. 

Mr.  Brownell.  Surely. 

Mr.  Scoll.  Our  time  is  rather  short,  and  so  I  would  just  like  you 
to  confine  yourself,  if  you  will,  to  a  description  of  just  how  the  pre- 
ferred participations  in  the  export  sales  worked. 

Mr.  Brownell.  In  order  to  prevent  a  break-up  in  the  general  sit- 
uation at  that  time  by  reducing  the  price  which  we  otherwise  would 
have  done  in  all  probability,  the  Copper  Exporters  adopted  article  IV. 
Article  IV  permitted  the  custom  smelters  to  make  any  oflFerings  of 
unsold  copper  to  the  Copper  Exporters.  Thereupon  any  past  sales 
at  the  same  price  would  be  reallocated,  and  proportionately  from  each 
member  of  the  association  would  be  taken  enough  of  his  sales  and 
given  to  the  custom  smelter  to  take  care  of  that  offering. 
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Mr.  ScoLL.  So  thai  tlie  utliers  lueiely  postponed  tiieir  sales  and  let 
the  custom  smelters  always  have  first  choice. 

Mr.  Brownell.  Had  the  first  choice. 

Mr.  ScoLL.  Now  after  April  1930  did  C.  E.  I.  endeavor  to  secure 
the  cooperation  of  the  custom  smelters  in  not  forcing  down  the  offi- 
cial price  by  permitting  them  to  sell  at  prices  below  the  official  price? 

Mr.  Browneli^  (interposing).  No;  after  the  close  of  that  level  which 
was  maintained,  as  Mr.  Kelley  pointed  out,  much  longer  than  was 
anticipated  at  the  request  of  the  Government — when  it  ended  in  May 
1930  section  IV  was  repealed  and  we  came  back  to  the  origin  where 
we  could  make  special  sales— offer  at  a  lower  price. 

Mr.  ScoLL.  The  same  as  anybody  else. 

Mr.  Brownell.  The  same  as  anybody  else. 

Mr.  ScoLL,  But  they  never  held  the  umbrella  over  you. 

Mr.  Brownell.  No;  they  didn't  hold  the  umbrella  over  us  any 
more  except  for  that  period. 

Mr.  ScoLL.  Thank  you,  Mr.  Brownell.     That  is  all  I  have. 

The  Chairman.  Do  any  members  of  the  com.mittee  desire  to  address 
any  more  questions  to  Mr.  Brownell?  Have  you  any  further  com- 
ments to  make,  Mj.  Brownell?     We  are  very  much  indebted  to  you. 

Mr.  Brownell.  I  appreciate  the  courtesy  of  the  counsel  and  of 
yourself. 

The  Chairman.  The  committee  will  stand  in  recess  until  10:30 
tomorrow  morning. 

(Whereupon,  at  5:10  p.  m.,  an  adjournment  was  taken  until  Friday, 
January  19,  1940,  at  10:30  a.  m.) 
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FRIDAY,  JANUARY  19,  1940 

United  States  Senate, 
Temporary  National  Economic  Committee, 

Washington,  D.  C. 

The  committee  met  at  10:45  a.  m.,  pm-suant  to  adjournment  on 
Thm-sday,  January  18,  1940,  in  the  Caucus  Room,  Senate  Office 
Building,  the  chairman.  Senator  Joseph  C.  O'Mahoney.,  presiding. 

Present:  Senator  O'Mahoney,  chairman;  Representatives  Sunmers 
and  Williams;  Messrs.  Henderson,  Davis,  Ferguson,  O'Connell,  Pike, 
and  Brackett. 

Present  also:  Willis  J.  Ballinger  and  Ellen  L.  Love,  Federal  Trade 
Commission;  M.  Quinn  Shaughnessy,  Securities  and  Exchange 
Commission;  Walter  A.  Janssen,  Department  of  Commerce;  Theodore 
J.  Kreps,  economic  adviser,  Samuel  Moment,  economic  analyst  and 
David  E.  Scoll,  counsel  to  the  committee. 

The  Chairman.  The  committee  will  please  come  to  order. 

Mr.  ScoU,  are  you  ready  to  proceed? 

Mr.  Scoll.  Yes;  I  am,  sir. 

The  Chairman.  Who  is  the  first  witness? 

•  Mr.  Scoll.  The  witness  this  morning  is  Mr.  Arthur  Notman.  Will 
you  take  the  stand  please,  Mr.  Notman? 

The  Chairman.  Do  you  solemnly  swear  that  the  testimony  you 
are  about  to  give  in  this  proceeding  shall  be  the  truth,  the  whole 
truth  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Notman.  I  do. 

The  Chairman.  Please  be  seated. 

TESTIMONY    OF    ARTHUR    NOTMAN,    MINING    ENGINEER    AND 
AUTHORITY  ON  COPPER,  NEW  YORK,  N.  Y.' 

Mr.  Scoll.  Before  calling  on  Mr.  Notman,  I  might  state  for  the 
information  of  the  committee  that  Mr.  Notman  is  an  outstanding 
expert  on  mining  and  mining  engineering  and  is  a  consulting  engineer 
in  New  York  City.  He  will  discuss  certain  phases  of  the  testimony 
which  has  been  offered  by  Mr.  Kelley,  Mr.  Brownell,  and  Mr.  Stan- 
nard.  He  has  appeared  here  voluntarily,  and  the  staff,  I  might  add, 
is  indebted  to  him  for  his  assistance  in  explaining  some  of  the  technical 
phases  of  the  study  that  we  have  made. 

Mr.  Notman,  wiU  you  give  the  reporter  your  name  and  address? 

Mr.  Notman.  Arthur  Notman,  40  Wall  Street,  New  York. 

Mr.  Scoll.  And  will  you  tell  the  committee  briefly  of  your  mining 
and  consulting  experience? 

1  In  connection  with  Mr.  Notman's  testimony  see  letter  from  Cornelius  F.  Kelley,  president  of  Ana- 
conda Copper  Mining  Co.  to  the  committee,  under  date  of  Marcb  6,  1940,  which  aopears  in  the  appendix 
on  p.  13576. 
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Mr.  NoTMAN.  Well,  for  15  years,  starting  with  1908,  I  was  in  the 
employ  of  the  Phelps-Dodge  Corporation  in  Arizona,  and  I  occupied  a 
number  of  unimportant  positions  with  that  company.  Then  I  worked 
as  general  superintendent  of  their  mining  operations  in  Bisbee,  Atiz. 
I  left  them  in  1923  and  opened  a  consulting  ojSice  in  New  York,  and 
have  been  engaged  in  consulting  practice  in  New  York  since  that  time. 
Most  of  my  work  has  been  on  the  investment  side  of  the  industry  and 
as  a  consultant,  although  I  have  done  quite  a  little  consulting  work  on 
operating. 

Mr.  ScoLL.  You  have  \\Titten  numerous  articles  on  copper,  have 
you  not? 

Mr.  NoTMAN.  Yes. 

Mr.  ScoLL.  Would  you  like  to  name  one  or  two  for  the  committee? 

Mr.  NoTMAN.  Well,  I  prepared  the  section  on  copper  for  the  last 
edition  of  the  Encyclopedia  Britannica  and  have  recently  prepared  one 
for  the  new  issue  which  is  coming  out  shortly.  I  also  wrote  the  articles 
in  Peel's  Mining  Handbook,  second  .edition,  on  mining  costs  and 
mining  organization,  and  there  agai  ^,  I  have  revised  those  articles  for 
the  new  issue  about  to  come  out.  In  i?33  the  International  Geological 
Congress,  which  holds  quadrennial  meetmgs,  met  in  this  country,  here 
in  Washington.  The  late  Dr.  Waldemar  Lindgren,  formerly  of  the 
United  States  Geological  Survey — in  more  recent  years  professo-^  of 
economic  geology  at  the  Massachusetts  Institute  of  Technology — was 
president  of  that  Congress  during  that  meeting.  It  had  been  cus- 
tomary for  the  Congress  for  several  previous  meetings  to  appoint 
committees  to  prepare  volumes  on  certain  world  natural  resources. 
For  example,  they  had  prepared  one  on  gold  resources  of  the  world, 
one  on  petroleum,  one  on  coal,  and  one  on  iron  ores;  and  at  the  1933 
meeting  it  was  decided  to  get  out  a  volume  on  the  copper  resources  of 
the  world,  and  a  committee  was  appointed  to  do  that,  of  which  I  was 
chairman.  Then,  in  addition  to  a  series  of  carefully  prepared  geologir 
cal  descriptions  of  the  important  copper  occurrences  in  the  world,  we 
included  sections  on  the  economic  history  of  the  industry  and  world 
trade  in  the  industry.  I,  as  chairman,  prepared  that  section  on  the 
economic  history  of  the  industry.  I  might  say  that  haying  engaged 
throughout  my  connection  with  operations  in  the  copper  industry  and 
having  made  a  contiauing  study  since  my  opening  of  a  consulting 
office  of  that  industry,  the  committee  felt  that  I  should  undertake  that 
■particular  section.     I  think  that  covers  it. 

Mr.  ScoLL.  Now,  you  held  a  position  with  the  N.  R.  A.,  did  you  not, 
Mr.  Notman? 

Mr.  Notman.  Yes;  I  was  asked  by  Dr.  Alexander  Sachs,  who  was 
the  chief  of  the  Research  and  Planning  Division  of  the  N.  R.  A.,  to 
come  to  Washington  and  act  as  one  of  his  assistants  on  the  nonferrous 
metal  industries,  and  during  that  time  I  sat  in  on  a  great  many  code 
hearings  in  copper,  lead,  and  zinc,  and  other  nonferrous  metals,  and 
I  was  engaged  with  the  N.  R.  A.,  I  think,  in  aU,  about  5  months. 

Mr.  ScoLL.  And  you  resigned  before  the  N.  R.  A.  ended,  did  you 
not? 

Mr.  Notman.  Well,  I  am  not  sure  whether  I  resigned  or  was  fired, 
but  I  left. 

Mr.  ScoLL.  Why  did  you  leave? 

Mr.  Notman.  Well,  my  economic  views  didn't  seem  to  be  in  favor. 
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Mr.  ScoLL.  W6ll,  we  will  go  into  that  a  little  later.  You  are  in  close 
contact  with  the  industry  today,  are  you  not? 

Mr.  NoTMAN.  Yes. 

Mr.  ScoLL.  Now,  in  your  studies  have  you  made  a  study  of  invest- 
ment and  income  from  copper  production? 

Mr.  NoTMAN.  Yes;  a  great  deal  of  my  attention  has  been  directed 
towArd  such  study. 

Mr*.  ScoLL.  Well,  what  conclusions  have  you  drawn  with  respect  to 
profits  from  copper  production? 

PROFITS    AND    COSTS    IN    THE    COPPER    INDUSTRY 

Mr.  NoTMAN.  Well,  primarily  this,  that  the  one  stable  element  has 
been  the  margin  of  profit  as  measured  over  any  period  of  time  sufficient 
to  iron  out  some  of  the  peaks  and  hollows.  My  method  of  meas- 
uring profits  is  one  that  was  first  developed  and  advanced  by  Mr. 
James  Ralph  Finlay,  who  was  regarded,  I  think,  by  the  profession  as 
the  outstanding  authority  on  the  economics  of  mining.  His  book, 
The  Cost  of  Mining,  which  has  had  three  editions,  is  really  the 
standard  reference  book  for  all  mining  engineers  on  that  subject.  He 
developed  the  idea  that  the  one  sure  way  of  measuring  profits  was  to 
take  that  portion  of  the  gross  income  which  was  actually  returned  to 
creditors — that  is,  holders  of  bonds  and  shareholders  in  the  under- 
taking. In  other  w^rds,  if  you  take  the  gross  income  received  from 
sales  of  product  and  subtract  from  that  the  amount  distributed  in 
bond  interest  and  dividends,  the  remainder  is  really  your  true  cost. 
Of  course,  variations  from  year  to  year  due  to  capital  expenditures 
may  upset  that  measuring  stick  for  the  time  being,  but  over  a  period 
of  years,  those  things  are  ironed  out  and  you  are  not  relying  on  the 
estimates  of  earnings  made  by  the  companies  themselves.  You  are 
not  dependent  on  their  estimates  of  what  proper  depreciation  charges- 
shall  be  written  off,  and  you  come  down  to  the  actual  fact  as  to  how 
much  profit  was  earned  and  received  by  the  shareholders  of  the  com- 
pany. 

Mr.  ScoLL.  And,  of  course,  that  method  eliminates  the  necessity 
of  making  audits  of  the  records  of  individual  producers,  does  it  not? 

Mr.  NoTMAN.  Entirely.  You  merely  have  to  use  their  published 
income  statements  and  balance  sheets. 

Mr.  ScoLL.  Now,  what  about  depletion?  I  didn't  hear  you  men- 
tion depletion  as  one  of  the  elements. 

Mr.  NoTMAN.  Prior  to  the  enactment  of  the  income-tax  law,  there 
was  never  any  reference  to  depletion.  An  investor  in  a  mining  under- 
taking knew  that  in  the  nature  of  things,  an  ore  body  was  exhausted 
and  all  that  he  was  concerned  with  was  in  securing  the  best  information 
he  could  as  to  the  probable  life  of  those  resources,  and  he  did  his  own 
depleting.  If  he  bought  a  share  of  stock,  that  was  the  capital  sum 
which  he  had  to  be  sure  would  be  returned  over  the  life  of  the  invest- 
ment, plus  his  income;  and  so  far  as  comparative  costs,  or  perhaps  to 
put  it  more  pointedly,  competitive  costs  are  concerned,  depletion  does 
not  enter  into  the  picture. 

Mr.  ScoLL.  Are  you  implying  then  that  mine  operators  did  not 
think  about  depletion  until  the  mcome-tax  law  was  passed? 

Mr.  NoTMAN.  Well,  I  wouldn't  piit  it  exactly  like  that.  They 
were  aware  of  the  fact  that  mainly  because  they  were  able  to  earn  10 
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percent,  say,  this  year,  the  real  value  of  that  income  depended  upon 
how  long  it  would  last,  but  they  saw  no  reason  for  putting  any  such 
estimates  on  income  statements  or  balance  sheets.  It  is  true  that  any 
industry  exhausting  a  natural  resource  has  a  limited  hfe,  and  part  of 
all  its  annual  returns  to  stockholders  are  a  return  of  capital.  In  that 
respect,  they  difl'er  from  so-called  self-perpetuating  industiieso 

Mr.  ScoLL.  Now,  have  you  made  any  calculations  on  the  basis  of 
the  Lindsay  formula  as  to  the  cost  of  production  for  individual  copper 
companies  in  the  United  States  and  in  some  of  the  foreign  countries? 

Mr.  NoTMAN.  If  I  may  make  a  correction  for  the  record  a  minute, 
the  engineer's  name  is  Finlay,  not  Lindsay. 

Mr.  ScoLL.  I  beg  your  pardon. 

Mr.  NoTMAN.  Yes,  I  have  prepared  such  comparisons  and  a  number 
of  them  are  included  in  this  section  of  the  copper  resources  volume. 
I  have  a  reprint  here. 

Mr.  ScoLL.  Excuse  me,  but  before  you  read  that,  have  you  read 
the  title  of  the  publication  into  the  record? 

Mr.  NoTMAN.  This  is  entitled,  "The  Economic  History  of  the 
Copper  Industry;  Estimated  World  Reserve  of  Copper,"  from  "Copper 
Resources  of  the  World";  Sixteenth  International  Geological  Congress, 
Washington,  1933. 

Mr.  ScoLL.  And  what  you  are  going  to  read  are  the  costs  per  pound 
of  producing  copper  for  individual  copper  companies? 

Mr.  NoTMAN.  Over  periods  prior  to  1933.  I  would  like  to  say,  of 
course,  that  these  figures  are  subject  to  correction,  to  be  brought  up 
to  date,  and  there  has  been  a  continual  reduction  in  costs  since  1932. 

Representative  Sumners.  May  I  ask  one  question?  Is  there  any- 
thing to  indicate  that  the  improvement  in  production  may  utUize 
low-grade  ore  that  heretofore  has  been  regarded  as  not — I  want  to  use 
a  big  word  but  I  can't  think  of  it.  Anyhow,  you  can't  get  enough 
copper  out  of  it  to  pay  for  its  working. 

Mr.  NoTMAN.  Oh,  yes,  but  at  a  price. 

The  Vice  Chairman.  Sir? 

Mr.  NoTMAN.  At  a  price. 

The  Vice  Chairman.  What  do  you  mean  by  "at  a  price"? 

Mr.  NoTMAN.  Well,  copper  that  could  be  produced  at  10.  cents  a 
pound — say,  10  years  ago — at  a  10-cent  price  would  show  no  profit 
and  therefore  it  would  not  be  produced. 

The  Vice  Chairman.  Well,  it  didn't  show  any  profit  when  you  could 
produce  10-cent  copper  at  10-cent  prices,  did  it? 

Mr.  NoTMAN.  No. 

The  Vice  Chairman.  Now,  my  question  is — is  there  anything  to 
indicate  that  the  method  of  production  has  so  improved  that  you  could 
produce  that  10-cent  copper — copper  that  would  be  worth  10  cents — 
for  8  cents? 

Mr.  NoTMAN.  Yes.  I 

Mr.  Williams.  And  if  that  is  done,  would  it  add  largely  to  the 
copper  resources  of  the  country? 

Ml.  Notman.  Very  largely;  it  has. 

Mr.  Williams.  You  have  a  great  deal  of  low-grade  ore  that  hereto- 
fore has  been  regarded  as  unmarketable  that  is  in  process  of  being 
worked? 

Mr.  Notman.  Yes,  sir. 
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Mr.  ScoLL.  I  believe  you  were  going  to  read  a  list  of  costs,  Mr. 
Notman? 

Mr.  Notman.  Well,  I  have  a  number  of  the  important  producers 
here  with  earnings  calculated  according  to  the  method  that  I  have 
outlined  to  the  committee,  for  the  period  from  1926  to  1932.  The 
companies  included  are  Anaconda,  their  Butte  operations- 

Mr.  ScoLL  (interposing).  Excuse  me,  Mr.  Notman,  but  are  you 
talking  now  about  earnings  or  about  costs? 

Mr.  Notman.  I  said  earnings  but  I  have  both  figures  here  in  the 
table. 

Mr.  ScOLL.  Well,  why  don't  you  give  them  both? 

Mr.  Notman.  Do  you  want  me  to  read  the  list  >of  companies  or 
just  select  certain  ones,  or  how  would  you  hke  me  to  reply  to  that? 

Mr.  ScoLL.  Well,  I  think  the  best  thing  to  do  would  be  to  read  the 
list  and  put  them  in — all  of  them. 

Mr.  Notman.  Anaconda  (Butte  operations  alone);  Andes;  Chile; 
Greene;  Cananea;  Inspiration;  Calumet  and  Hecla;  Cerro  de  Pasco; 
Copper  Range;  Kennecott,  including  Utah,  Braden,  and  Alaska; 
,  Nevada  Consolidated — I  might  say  at  that  time  Nevada  Consohdated 
had  not  been  completely  absorbed  by  the  Kennecott  Corporation  and 
was  still  an  independent  entity — Mother  Lode;  Phelps-Dodge; 
Granby;  Magma;  Miami;  Mohawk;  Old  Dominion;  United  Verde 
Extension;  Noranda;  Pludson  Bay;  Katanga. 

The  average  selling  price  received  by  those  companies  over  the 
years  from  1926  to  1932,  assuming  that  they  received  approximately 
the  average  E.  and  M.  J.  quotation  for  those  years — this  of  course  is 
subject  to  some  correction  because  certain  companies  might  have 
sold  more  copper  in  a  period  when  the  price  was  higher  than  the  E.  and 
M.  J.  average  or  they  might  have  sold  some  more  when  the  price  was 
lower. 

Mr.  ScoLL.  Would  that  result  in  a  material  difference? 

Mr.  Notman.  Not  over  a  6-year  period,  in  my  judgment.  I  have 
had  occasion  at  times  to  check  on  such  calculations  and  found  that 
there  was  very  little  material  error.  During  those  years  they  received 
an  average  price  of  13.19  cents  per  pound. 

Mr.  S.coLL.  Now  will  you  give  the 

Mr.  Notman  (interposing).  The  earnings  as  measured  by  the 
aggregate  interest  and  dividends  paid  out  plus  or  minus  any  increase 
or  decrease  in  the  net  current  assets  during  the  period,  plus  any  cash 
investments  in  earnings  and  increased  facilities  to  produce,  or  in  the 
securities  of  other  copper-producing  companies,  less  any  interest  and 
dividends  received  from  other  copper  producing  companies,  and  any 
cash  received  from  the  sale  of  new  capital  issues — that  is  the  basis  on 
which  the  earnings  were  set  up.  Profits  from  the  production  of  other 
metals,  as  gold,  silver,  lead,  and  zinc,  were  aU  credited  to  the  cost  of 
copper.  Similarly,  profits  from  custom  smelting,  refining,  and  manu- 
facturing enjoyed  by  certain  of  the  companies  have  also  been  credited 
to  the  cost  of  copper. 

Mr.  ScoLL.  So  that  the  result  you  get  is  as  close  as  you  can  possibly 
come  to  figuring  the  true  cost  of  the  copper., 

Mr.  Notman.  Yes.  And  I  would  like  to  add  that  where  the  invest- 
ment in  such  other  activities — such  other  facilities— has  been  wise,  it 
improved  the  competing  power  of  that  unit  of  the  industry;  where  un- 
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wise  it  proved  a  handicap.  The  results  from  such  additional  ventures 
are  not  different  in  kind  from  those  inherent  in  higher  copper  or 
higher  precious  metal  contents  of  their  ores  than  those  of  their  com- 
petitors. 

Mr.  ScoLL.  Then  what  do  you  finally  arrive  at  for  the  cost  per  pound 
for  those  companies  and  their  earnings  per  pound? 

Mr.  NoTMAN.  The  average  cost  of  the  whole  group  was  9.63  cents 
per  pound  for  that  period. 

The  Vice  Chairman.  Is  there  anything  to  indicate  that  they  were 
carrying  a  considerable  load  of  unprofitable  production? 

Mr.  NoTMAN.  The  only  company  of  the  group  named  who  showed 
a  deficit  for  that  period  was  the  Old  Dominion  Co.,  at  Globe,  Ariz., 
which  was  about  exhausted. 

The  Vice  Chairman.  About  exhausted? 

Mr.  NoTMAN.  Yes;  exhausted  so  far  as  profitable  ores  were  con- 
cerned. 

The  Vice  Chairman.  Then  it  was  just  a  question  of  continuing  to 
operate  as  scrap? 

Mr.  NoTMAN.  Yes. 

Mr.  ScoLL.  Can  you  tell  from  that  which  are  the  low  and  which  are 
the  high-cost  producers? 

Mr.  NoTMAN.  Yes. 

Mr.  ScoLL.  Which  were  which? 

Mr.  NoTMAN.  On  that  basis 

Mr.  ScoLL.  And  you  might  amplify  it  by  giving  the  figures. 

Mr.  NoTMAN.  The  Noranda  Co.  in  Canada  shows  the  lowest  cost 
per  pound. 

Mr.  ScoLL.  What  is  that  figure? 

Mr.  NoTMAN.  5.22  cents. 

The  Vice  Chairman.  May  I  ask  one  other  question  to  develop  what 
I  have  in  mind?  Was  this  cost  of  production  to  which  you  have  just 
referred  due  to  any  degree  to  an  antiquated  machinery  or  method  of 
extracting  the  copper? 

Mr.  NoTMAN.  I  am  not  sure  that  I  understand  the  question. 

The  Vice  Chairman.  If  that  company  had  had  an  up-to-date  plant 
for  procuring  the  raw  material  and  converting  it  into  copper,  would  it 
have  been  probable  that  they  would  have  a  lower  per  ton  cost  of  work- 
ing the  ore?     Does  that  make  it  clear? 

Mr.  NoTMAN.  I  think  I  understand;  yes.  I  think  it  fair  to  say  that 
none  of  these  companies  were  handicapped  during  this  period  that  I 
speak  of  by  the  use  of  obsolete  equipment  or  obsolete  methods. 

The  Chairman.  May  I  ask  you  again  to  tell  us  what  factors  you 
have  taken  into  consideration  in  determining  the  cost? 
•  Mr.  Notman.  We  start  with  the  gross  income  received  from  the 
sale  of  the  product.  From  that  we  deduct  the  gross  amount  of  interest 
and  dividends  distributed  by  the  company,  plus  or  minus  any  increase 
in  net  current  assets  over  the  period.  In  other  words,  if  they  did  not 
distribute  all  their  eaniings  as  dividends,  presumably  if  they  had  made 
no  capital  investments,  their  net  current  assets  would  have  increased ; 
if  they  had  made  capital  expenditures  the  net  current  assets  might 
have  decreased;  so  that  we  adjust  the  distributions  to  the  net  current 
asset  position — change  in  the  position — over  the  period. 

Representative  Williams.  In  that  connection,  do  you  take  into 
consideration  the  surplus— does  that  include  the  undistributed  profits? 
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Mr.  NoTMAN,  Yes. 

Representative  Williams.  And  the  surplus  that  may  be  set  aside — 
you  call  that  current  assets? 

Mr.  NoTMAN.  Yes.  And  it  is  adjusted  to  any  capital  expenditures 
made  or  any  capital  received  from  the  sale  of  additional  securities? 

Mr.  Pike.  Mr.  Notman,  in  mining  accounting  you  can't  take  sur- 
pluses necessarily  as  a  net  current  asset  of  capital  accounts  of  the 
mines;  it  is  strange,  anyway.  Net  current  assets  have  no  necessary 
relation  to  surplus.  You  know  mines  with  deficit,  in  their  capital 
account  that  have  large  net  current  assets. 

Mr.  Notman.  Well,  I  subscribe  to  that  correction,  Mr.  Pike.  I 
might  say,  perhaps  to  illuminate  the  matter  a  little  nv>re,  that  in  gen- 
eral the  formula  used  was  much  simpler  than  that  I  have  described. 
In  other  words,  we  confine  ourselves  purely  to  the  distributions  of 
interest  and  dividends  over  a  period  of  years. 

The  Chairman.  The  success  of  the  formula  which  you  have  de- 
scribed would  depend  entirely,  would  it  not,  upon  the  assumption 
that  the  sale  price  was  large  enough  to  cover  the  actual  cost?  In  other 
words,  if  a  product  were  sold  at  less  than  cost  you  couldn't  determine 
what  the  cost  of  production  was  by  beginning  with  the  receipts  from 
sales. 

Mr.  Notman.  I  think  I  can  make  that  plain.  In  the  case  of  the 
Old  Dominion  they  received  13.3  cents  average  price,  but  by  the 
method  used  their  costs  were  14.3  cents.  In  other  words,  they 
accumulated  a  deficit  over  the  period  and  their  actual  costs  were 
above  the  price.  That  happens  to  be  the  only  one  m  the  group  in 
that  particular  period  of  years. 

The  Chairman.  This  is  a  formula  which  you  use  for  the  purpose  of 
determining  costs  without  having  access  to  the  actual  expenditures. 

Mr.  Notman.  That  is  right. 

The  Chairman,  In  the  mining  and  production  of  the  ore? 

Mr.  Notman.  That  is  right.  We  have  access  to  their  published 
balance  sheets  and  income  statements. 

The  Chairman.  So  that  you  are  defining  to  us  a  formula  which  is 
used  to  deterinine  from  published  statistics  what  the  cost  must  have 
been. 

Mr.  Notman.  Yes. 

The  Chairman.  It  is  19,  deductive  process. 

Mr.  Notman.  Right. 

I  have  a  similar  table  here  covering  a  large  group  of  companies 
from  the  close  of  1921  to  the  close  of  1932.  The  companies  con- 
sidered in  this  group  covered  North  and  South  America  and  included 
Anaconda,  Andes,  Chile 

Mr.  ScoLL  (interposing.)  Excuse  me,  may  I  interrupt  for  a  moment? 
If  you  have  the  companies  there  individually  listed  do  you  also  have 
the  individual  costs  for  each  company  per  pound? 

Mr.  Notman.  Yes. 

Mr.  ScoLL.  Or  is  this  just  a  group? 

Mr.  Notman.  Not  in  the  table  I  have  abeadyreferred  to,  they  are 
there  individua^y.  In  the  table  I  was  about  to  refer  to  they  are  in 
the  aggregate. 

Mr.  ScoLL.  Before  you  read  the  a^regate,  coidd  you  read  the 
individual  costs  and  earnings  if  you  have  them  for  the  companies  for 
that  period  so  that  the  committee  would  have  «pme  information  jpon- 
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ceming  what  the  relative  cost  of  production  is  for  the  various  com- 
panies that  are  engaged  in  copper  mining? 

Mr.  NoTMAN.  Would  you  like  to  have  me  read  them  all,  or  just 
examples  of  high  and  low? 

Mr.  ScoLL.  How  manj^  are  there? 

Mr.  NoTMAN.  About  eight. 

Mr.  ScoLL.  Why  don't  you  read  them  all? 

Mr.  NoTMAN.  Perhaps  I  might  add  this  is  table  1  on  page  26  of  this 
pamphlet.'  Anaconda,  Butte  operations,  cost  9.98  cents.  Andes, 
10.05.  Chile,  8.13.  Greene  Cananea  10.35.  Inspiration  11.3. 
Calumet  and  Heel  a  10.62.  Cerro  de  Pasco  9.73.  Copper  Range 
11.97.  Kennecott,  includmg  Utah,  Braden,  and  their  Alaska  opera- 
tions, 7.86.  Nevada  Consolidated  10.18.  Mother  Lode  8.57. 
Phelps-Dodge  10.63.  Granby  9.69.  Magma  8.89.  Miami  11.94. 
Mohawk  8.40.  It  is  only  fair  to  say  that  Mohawk  has  now  ceased 
operations.  Old  Dominion,  13.32.  That  has  also  ceased.  United 
Verde  Extension,  which  we  have  just  finished  up,  8.52.  An  average 
for  those  companies  of  9.58. 

Mr.  ScoLL.  Now  have  you  got  the  foreign  companies  there? 

Mr.  NoTMAN.  I  have  Noran'da,  Hudson  Bay,  and  Katanga,  but 
with  this  explanation,  that  Hudson  Bay  was  only  really  just  started 
and  the  period  is  too  short  to  be  representative.  Noranda,  5.22. 
Katanga,  11.27. 

Mr.  ScoLL.  What  period  was  this? 

Mr.  NoTMAN.  Period  from  1926  to  1932,  inclusive. 

Mr.  ScoLL.  Have  you  anything  more  to  add  to  the  discussion  of 
costs  before  we  proceed  to  further  points? 

Mr.  NoTMAN.  I  was  going  to  cover  other  matters  later.  I  think 
that  is  all. 

Representative  Williams.  Have  you  anything  later  than  1932 
;vitL.  reference  to  the  costs? 

Mr.  NoTMAN.  Only  in  individual  cases. 

Representative  Williams.  How  does  it  compare  with  this  period 
from  1926  to  1932  in  general? 

Mr.  NoTMAN.  Substantially  lower. 

Representative  Williams.  How  much?  Have  you  got  any  idea? 
Has  your  study  led  you  to  conclude  how  much  percent  lower  it  is  than 
it  was  during  that  period? 

Mr.  NoTMAN.  Probably  between  a  cent  and  a  half  to  2  cents  a 
pound. 

Representative  Williams.  It  would  average,  you  think,  lowe;-; 
the  cost  of  production  according  to  your  method  of  computation 
would  be  a  cent  and  a  half  to  2  cents  per  pound  lower  average  from 
1932  down  to  the  present  time? 

Mr.  NoTMAN.  Yes.  There  are  a  number  of  high-cost  units  that 
have  gone  out  and  there  has  been  a  very  marked  improvement  in  the 
larger  operations. 

Mr.  Pike.  You  mean  for  the  same  mines  that  you  are  covering  and 
nbt  covering  new  mines? 

Mr.  NoTMAN.  Yes.  In  addition  to  that,  as  Mr.  Pike's  question 
suggests,  there  has  been  the  very  large  group  of  African  Rhodesian 
producers  who  belong  in  the  low-cost  class  that  have  come  in,  so  that 

>  "Copper  Besonroes  of  the  World."  The  table  is  shown  in  "Exhibit  No.  2169- A"  appendix,  p.  13646,  at 
p.  18M0. 
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tne  average  cost  of  producing  of  those  units  of  the  industry  now 
supplying  the  copper  of  the  world  is  definitely  lower  in  cost. 

The  Chairman.  To  what  is  that  production  cost  to  be  attributed? 

Mr.  NoTMAN.  To  technological  improvements  in  mining  methods, 
equipment,  and  metallurgy. 

The  Chairman.  Would  there  be  any  dispute  about  your  con- 
clusions? 

Mr.  NoTMAN.  There  might  well  be. 

The  Chairman.  Do  you  think  they  would  be  accepted  generally 
in  the  industry? 

Mr.  Notman.  Well,  it  is  not  for  me  to  say,  Mr.  Chairman.  I 
think  they  would. 

The  Chairman.  Well,  you  have  a  prett}'^  good  notion,  I  would 
think,  as  to  whether  or  not  other  experts  would  disagree  with  your 
conclusions. 

Mr.  Notman.  I  don't  think  seriously. 

Representative  Williams.  From  the  samples  you  gave  of  the  cost 
of  foreign  production  during  the  period  of  1926  to  1932  there  isn't  a 
great  material  difference  between  the  cost  of  production  abroad  and 
at  home. 

Mr.  Notman.  With  the  possible  exception  of  Noranda,  and  I 
haven't  included  the  largest  Canadian  producer,  which  is  the  Inter- 
national Nickel  Co.,  because  of  the  difficulty  of  separating — dividmg— ' 
the  costs  between  their  nickel  production  and  their  copper  pro- 
duction. 

Representative  Williams.  What  have  your  studies  led  you  to 
conclude  with  reference  to  the  difference  in  cost  between  domestic  and 
foreign  copper  during  the  last  8  years  from  1932  to  1940. 

Mr.  Notman.  There  are  no  domestic  units  that  can  show  as  low  a 
cost  as  that  of  Noranda.  There  are  domestic  units  that  are  On  all 
fours  with  the  Chilean  and  Rhodesian  producers.  Does  that  answer 
your  question? 

Representative  Williams.  Well,  I  was  wondering  if  you  could  draw 
a  conclusion  with  any  degree  of  accuracy  as  to  the  average  cost  of- 
foreign   production   as   compared   with   domestic   production.     You 
understand — not  any  one  particular  company — but  the  general  aver- 
age as  you  have  drawn  it  during  the  period  from  '26  to  '32. 

Mr.  Notman.  Of  course  it  depends  largely  on  what  volume  of  out- 
put you  are  basing  your  average  on.  If  you  are  dealing  with  relatively 
small  volume  produced  mainly  by  the  low  cost  producers,  there  is  very 
little  difference.  If  you  are  dealing  with  a  large  volume  which  must 
necessarily  include  a  lot  of  high  cost  ones,  then  there  may  be  a  sub- 
stantial difference. 

Representative  Williams.  What  method  did  you  use  in  arriving 
at  your  average  in  the  figure  that  you  gave  here? 

Mr.  Notman.  I  took  the  actual  production  figures  for  those  com- 
panies for  the  years  included  in  the  period. 

Representative  Williams.  Why  not  use  that  same  test  during  this 
latter  period? 

Mr.  Notman.  That  could  be  done. 

Representative  Williams.  That  is  what  I  am  asking,  whether  or  not 
you  have  done  that. 
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Mr.  NoTMAN.  No;  I  have  not- 


Representative  Williams  (interposing).  Sufficient  to  give  us  the 
benefit  of  your  judgment  on  it? 

Mr.  NoTMAN.  I  haven't  got  the  figures  here,  but  in  my  opinion 
there  would  be  some  material  difference  in  the  cost.  The  foreign 
production  would  be  at  a  definitely  lower  cost.  There  are  very  few 
liigh  cost  units  in  the  foreign  group. 

Representative  Williams.  You  don't  care  to  hazard  a  suggestion  as 
to  what  that  difference  would  be? 

Mr.  NoTMAN.  Weil,  I  would  say  that  it  probably  lay  between  1 
and  2  cents  a  pound. 

Mr.  Shaughnkssy.  Mr.  Notman,  under  youi'  method  do  you  charge 
off  development  nt  the  begimiing  or  ratably  over  the  life  of  the  mine? 

Mr.  Notman.  Under  this  method  one  does  not  have  to  consider 
where  the  money  was  spent  or  what  it  was  spent  for. 

Mr.  Shaughnkssy.  I  was  wondering  at  the  rather  high  cost  for 
Chile  and  Andes  copper. 

I  mean  thev  wouldn't  be  substantially  less  today  than  they  were 
then? 

Mr.  Notman.  Oh,  very  much. 

Mr.  Shaughnessy.  They  would  be? 

Mr.  Notman.  Yes. 

Mr.  Shaughnessy.  As  much  as  3  or  4  cents? 

Mr.  Notman.  Yes. 

Mr.  Shaughnessy.  So  the  foreign  production  today  might  be 
considerably  cheaper  as  far  as  Chile  and  Andes  are  concerned? 

Mr.  Notman.  Yes;  but  in  answer  to  the  Congressman's  question 
I  was  referring  to  my  present  opinion  as  to  current  costs. 

Mr.  Shaughnessy.  I  see. 

Mr.  Scoll.  In  other  .words,  Mr.  Notman,  there  is  a  reasonable 
basis  upon  which  you  can  determine  the  cost  of  producing  copper 
today,  and  using  that  basis  the  trend  of  cost  has  been  downward. 
Does  that  summarize  it? 

Mr.  Notman.  In  my  judgment,  yes. 

Mr.  Scoll.  You  mentioned  technological  improvement,  and  that 
has  resulted,  has  it  not,  in  a  more  economical  production  of  copper? 

Ml-.  Notman.  Oh,  yes;  and  it  has  brought  about  serious  changes  in 
volume  of  employment. 

The  Vice  Chairman.  I  would  like  to  ask  something  on  that. 

Mr.  Notman.  For  example,  according  to  the  Bureau  of  Labor  Sta- 
tistics the  copper  mines,  mills,  and  smelting  plants  in  the  United 
States  employed  about  45,000  men  in  1929  as  compared  with  13,000 
hi  1932.  The  increase  in  employment  from  1919  to  1929  was  less 
than  2  percent,  while  production  increased  70  percent.  This  affords 
some  measure  of  the  technological  advances  in  the  industry  which 
have  been  a  major  factor  in  increasing  the  known  reserves  of  metal 
in  the  groimd  by  making  available  for  profitable  extraction  lower- 
grade  material.  That  tendency  has  continued  since  '29.  To  illus- 
trate: The  collapse  of  prices  after  the  World  War,  for  example — and 
that  is  true  of  the  coUapse  of  prices  in  the  late  depression — stressed 
the  search  for  cheaper  metals.  Mr.  A.  B.  Parsons,  secretary  of  the 
American  Institute, of  Mini»f-«Btd:  Metallurgical  Engineers,  published 
a  book,  I  tJimk  about  1931,  entitled  "The  Porphyry  Coppers."  In 
that  book  Parsons  cites  the  facts  that  the  Utah  Copper  Co.,  a  Kennecott 
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unit,  piodi.j'-e!l  ivjpper  for  al»oijl  H%  ceiils  a  pound  iii  1928  from  ores 
yioldiDg  oTily  17  pouiiHs  i<^  Mio  foti,  atnl  lliat  if  the  company  had  been 
eonipollod  to  use  t\\c.  (>'|iiipni(Mi(.  niul  iiiotJiods  available  to  it  in  1916 
w'liile  carrying  increased  wages,  cost  of  supplies,  and  taxes  of  1928, 
the  copper  would  have  cost  12^4  cents  instead  of  Q%  cents.  I  think 
that  answers  yoirr  question. 

The  Vice  Chairman.  I  believe  so,  yes. 

Representative  Williams.  What  about  biinging  that  down  to  date? 
It  seems  to  me  that  I  am  more  concerned  with  these  figures  since 
1930. 

Mr.  Notman,  There  lias  been  still  f  urtlier  improvement.  I  haven't 
made  any  recent  calculations,  but  I  can  confidently  say  that  there  ha8 
been  substantial  improvement. 

Representative  Williams.  The  cost  of  production  has  gradually  de- 
creased, as  you  have  already  stated.  Is  it  also  true  that  the  number 
of  employed  has  decreased  in  the  mining  business? 

Mr.  Notman.  I  am  not  so  sure  about  that  phase  of  it,  but  I  would 
say  definitely  that  it  had  at  least  held  its  own — that  is,  the  production 
per  man  employed  is  certainly  no  lower  than  it  was  in  the  period  that 
we  have  been  discussing. 

Representative  Williams.  But  you  think  there  are  as  many  men . 
employed  in  the  mining  industiy  as  a  whole  in,  we  will  say,  1939,  as 
there  were  in  1929? 

Mr.  Notman.  Oh,  no;  there  are  not. 

Representative  Williams.  What  would  be  the  difference? 

Mr.  Notman.  I  couldn't  tell  you  offhand.  The  Bureau  of  Labor 
Statistics  undoubtedly  has  up-to-date  figures  on  that. 

Representative  Williams.  Has  there  been  an  increase  in  the  output 
in  the  United  States? 

Mr.  Notman.  No;  we  have  not  gotten  back  to  the  1929  figures. 

Representative  Williams.  Of  course  there  has  been  a  relative  de- 
crease compared  with  foreign  production,  but  the  United  States  has 
actually  decreased  in  production,  has  it? 

Mr.  Notman.  If  the  committee  will  permit  me  I  would  like  to  refer 
to  tlie  American  Bureau  of  Metal  Statistics  figures  for  that. 

Representative  Williams.  There  isn't  any  question  about  the  evi- 
dence already  before  this  committee  that  there  has  been  a  relative 
decrease-in  domestic  production  as  compared  with  foreign  production 
during  the  last  10  years,  but  as  to  whether  there  has  been  an-  actual 
decrease  in  production? 

Mr.  Notman.  At  the  peak  of  1919  the  United  States  produced  in 
excess  of  1,000,000  short  tons;,  the  highest  figure  reached  since  that 
year  was  in  1937  when  we  produced  878,000  short  tons. 

Mr.  O'Connell.  In  answer  to  Congressman  Sumners'  question  I 
understood  you  to  give  some  figures  as  to  the  relative  increase  in. 
productivity  per  unit  of  labor.  Did  you  do  tiiat?  If  you  did  I 
would  like  to  have  you  repeat  it  and  tell  me  the  period. 

Mr.  Notman.  I  answered  specifically  for  the  period  1919  to  '29, 
and  my  estimate  is  that  there  may  have  been  some  further  improve- 
ment in  efficiency;  there  certainly  has  been  no  falling  oft". 

Mr.  O'Connell.  During  the  period  1919  to  1929,  I  understood  you 
to  say  that  there  was  a  2-percent  increase  in  the  volume  of  employ- 
ment. 

Mr.  Notman.  Yes. 
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Mr.  O'CoNNELL.  And  a  70-percent  increase  in  production? 

Mi.  NoTMAN.  Yes. 

Mr.  O'CoNNELL.  And  that  would  be  explained  by  technological 
improvement  and  would  indicate  that  per  unit  of  copper  produced 
substantially  less  labor  was  required  in  '29. 

"  Mr.  NoTMAN.  Yes;  mainly  because  of  the  active  expansion  of  the 
operations  of  the  so-called  porphyries,  which  are  highly  niechanized. 

Mr.  O'CoNNELL.  What  was  that  word  again? 

Mr.  NoTMAN.  So-called  porphyry  coppers.  Those  are  such  com- 
panies as  are  exploiting  large  low-grade  ore  bodies,  which  permit  of 
large  scale  operation  with  steam  shovels  in  the  case  of  open  cut  mines 
and  all  the  modem  equipment  for  such  undertakings. 

The  Vice  Chairman.  May  I  ask  this  question?  Are  these  tech- 
nological and  scientific  improvements  to  feny  degree  recovering  copper 
which  under  former  processes  went  out  into  the  dump  heap? 

Mr.  NoTMAN.  Oh,  yes.  Most  of  it,  however,  never  ieven  reached 
the  dump  heap;  it  wasn't  touched;  it  was  too  low  a  grade  even  to 
attempt  to  use. 

The  Vice  Chairman.  That  wasn't  what  I  was  asking  about  par- 
ticularly, though.  It  was  whether  or  not  imder  the  old  processes  you 
failed  to  recover  copper  in  the  ore  worked  which  now  you  are  able  to 
recover. 

Mr.  Notman.  That  is  true,  but  the  only  large  scale  operations  of 
that  sort,  if  my  memory  serves  me  rightly,  now  in  existence  in  this 
country  are  the  recovery  of  the  copper  and  the  tailings  of  the  Michigan 
companies  which  were  accumulated  j^ears  ago.  At  the  time  that  I 
was  actively  in  charge  of  operations  m  Bisbee,  for  example,  we  were 
still  digging  up  old  slags  that  had  been  produced  in  the  nineties;  and 
it  was  about  the  most  profitable  ore  we  had.  There  was  a  good  deal 
of  that  slag  that  ran  as  high  as  3  percent. 

Mr.  ScoLL.  Mr.  Notman,  Mr.  Kelley  stated  in  his  testimony  that — 

The  increase  in  recovery  of  metal  content  from  the  ore  would  reduce  the  cost 
approxinoately  three  cents  a  pound  on  the  average.  Now  the  price  has  not 
increased.  On  the  contrary  the  price  has  likewise  on  the  average  decreased,  so 
that  the  consuming  public  has  received  the  benefit  of  the  technological  advance. 

;  Can  you  illustrate  by  any  evidence  which  you  have  at  hand  or  are 
familiar  with  whether  the  decrease  in  the  price  of  electrolytic  copper 
has  been  passed  on  in  the  selling  price  of  the  articles  that  are  made 
from  copper,  the  final  articles  of  copper  that  are  used  in  the  trade, 
such  as  plumbing  fixtures,  and  so  on? 

Mr.  Notman.  Well,  that  question  I  have  prepared  some  data  on 
and  I  don't  think  that  it  has  been  referred  to  by  any  of  the  previous 
witnesses.  Obvio-usly  nobody  uses  electrolytic  copper  as  such,  and 
the  price  of  electrolytic  ?;opper  has  no  bearing  on  what  the  consumer, 
who  is  the  man  who  uses  copper  wire  or  copper  sheets  or  brass  sheets 
or  copper  tubing,  pays  for  his  material. 

Mr.  ScoLL.  Have  you  prepared  a  table  to  show  the  comparison  of 
the  electrolytic  prices  and  the  prices  of  the  final  fabricated  copper? 

Mr.  Notman.  I  have,  covering  only  three  forms  of  fabricated 
copper. 

The  Vice  Chairman.  Mr.  Scoll,  will  you  pardon  me  just  a  moment? 
Have  you  developed  whether  or  not  the  producers  of  the  raw  copper 
to  any  degree  follow  through  the  processes  of  the  factory  and  into 
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the  market  as  a  tinished  commodity?  I  mean  from  the  point  of 
ownership  and  depletion. 

Mr.  ScoLL.  Yes ;  we  have  covered  that. 

The  Vice  Chairman.  Then  I  will  try  to  get  it  from  the  record. 

Representative  Williams.  There  is  one  thing  I  don't  understand. 
Did  I  understand  you  to  say  there  was  no  relation  at  all  between  the 
cost  of  copper  as  such  and  the  cost  of  the  finished  products? 

Mr.  NoTMAN.  Perhaps  that  is  a  little  subject  to 

Representative  Williams  (interposing).  That  is  a  rather  remark- 
able statement,  if  that  is  true. 

Mr.  Notman.  What  I  mean  to  say  is  that  the  ultimate  consumer 
of  copper  does  not  buy  electrolytic  copper.  He  buys  fabricated 
product,  and  his  cost  depends  upon  what  prices  are  quoted  on  the 
fabricated  product,  and  not  on  the  so-called  electrolytic  copper. 

Representative  Williams.  I  think  I  understand  that,  but  there  is 
undoubtedly  some  relation  between  the  cost  and  the  price. 

Mr.  Notman.  That  is  what  we  are  going  to  try  to  explain. 

Representative  Williams.  At  least  there  should  be,  it  seems  to  me. 

Mr.  Notman.  The  three  fabricated  products  upon  which  I  have 
been  able  to  secure  prices,  for  which  those  products  were  sold,  prior 
to  the  acquisition  of  any  fabricating  units  by  the  copper  producers, 
are  copper  wire,  base  size,  copper  sheets  in  base  sizes,  and  so-called 
high  brass  sheets.  High  brass  in  the  trade  in  general  is  an  alloy 
composed  of  66  percent  copper  and  34  percent  zinc.  I  have  used  for 
my  sources  for  prices  on  the  products  in  the  two  periods  which  I  have 
examined, '*the  annual  yearbooks  published  by  the  American  Metal 
Market,  under  the  title  of  Metal  Statistics.  The  American  Metal 
Market  is  a  daily  trade  paper  which  has  been  publishing  these  year 
books  for  the  last  32  years,  and  enjoys  the  confidence  and  respect  of 
the  metal  trade  and  the  mining  profession  for  the  accuracy  of  their 
compilations. 

I  don't  know  whether  you  want  to  introduce  these  yearbooks  into 
the  record. 

The  Chairman.  I  wouldn't  think  so,  Mr.  Notman.  Suppose  you 
state  simply  the  conclusion  which  you  are  seeking  to  convey  to  the 
committee,  and  then  it  can  be  supported  by  any  statistical  exhibit 
that  you  desire. 

Mr.  Notman.  I  have  a  summary  here  which  shows  the  differentials 
between  the  average  prices  of  electrolytic  copper,  f.  o.  b.  refinery,  and 
copper  wire,  copper  sh-eet,  and  high  brass  sheet,  for  the  periods 
1909-12,  inclusive,  and  1933-38,  mclusive. 

The  Chairman.  Very  well,  what  does  it  show? 

Mr.  Notman.  In  the  case  of  copper  wire,  that  average  differential 
was  1.38  cents  per  pound  in  the  early  period. 

The  Vice  Chairman.  Yes;  but  now  what  percentage  of  value  was 
that  differentiation? 

Mr.  Notman.  Well,  the  average  price  of  electrolytic  copper  for 
that  period  was  13.75  cents  per  pound,  and  they  sold  their  wire  at  an 
average  price  of  15.13  cents  per  pound.  In  the  later  period,  '35  to 
'38,  inclusive,  that  average  differential  was  3%  cents  per  pound. 

Mr.  Scoll.  So  that  the  difference  between  the  price  of  copper  and 
the  fabricated  article  has  increased  considerably,  taking  into  account 
the  fact  that  the  copper  producers  have  acquired  the  fabricators  who 
have  made  the  copper.     Is  that  a  correct  summary? 
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Mr.  NoTMAN.  Yes;  I  think  so. 

Mr.  ScoLL.  That  same  thing  would  apply  to  other  fabricated 
articles? 

Mr.  NoTMAN.  Well,  in  the  case  of  copper  sheet,  in  the  early  period 
the  differential  was  4.73  cents,  and  in  the  later  period,  7.85  cents. 

Mr.  ScoLL.  And  the  early  period  was  the  period  when  the  copper 
producers  owned  no  subsidiaries,  the  later  period  is  a  period  in  which 
they  did  own  subsidiaries? 

Mr.  NoTMAN.  In  the  case  of  high  brass  sheet,  we  have  rather  an 
extraordinary  condition. 

The  Chairman.  Are  you  leading  to  the  conclusion  that  the  larger 
the  organization  of  the  industry  became,  the  greater  was  the  dif- 
ferential? 

Mr.  NoTMAN.  Well,  I  wasn't  drawing  any  conclusions,  Senator.  I 
was  merelj'^  giving  the  facts  to  the  committee. 

The  Chairman.  And  letting  the  committee  draw  the  conclusions. 

Mr.  N  or  MAN.  Yes,  sir. 

Mr.  ScoLL.  Senator,  may  we  introduce  that  table  jis  an  exhibit? 

The  Chairman.  Certainly.     It  may  be  received. 

(The  table  referred  to  was  marked  "Exhibit  No.  2169"  and  is 
included  in  the  appendix  on  p.  13545.) 

The  Vice  Chairman.  Do  you  have  any  information  as  to  the  rela- 
tive income  of  these  producers  of  copper  between  those  two  periods, 
with  reference  to  which  these  figures  are  compiled? 

Mr.  Notman.  Well,  I  am  not  sure  that  I  understand  the  question. 
Congressman. 

The  Vice  Chairman.  Here  is  a  period  in  which  there  was  this  lower 
differential  and  then  there  came  a  period  of  much  higher  differential. 
In  what  way  were  those  differences  in  differential  reflected  in  net 
profit  to  the  concerns? 

Mr.  Notman.  Of  course  in  the  first  period  they  were  not  concerned 
with  fabricatmg  at  all,  so  that  their  figures  give  you  no  measure  of 
what  the  fabricating  profits  were  in  the  early  period.  There  were  not 
ni  that  business,  but  it  does  show  that  those  who  were  in  the  fabri- 
cating business  were  able  to  recover  their  costs  and  presumably  some 
profit  with  a  margin  less  than  half  of  what  seems  to  be  required  now. 

The  Vice  Chairman.  May  I  ask  this  question  in  that  connection, 
if  the  Chair  will  pardon  me?  Have  you  developed  in  your  testi- 
mony, Mr.  Scoll,  or  do  you  expect  to,  whether  or  not  in  their  system 
of  accounting  these  integrated  companies  now  have  a  separate  ac- 
counting for  production  and  fabrication  and  marketing? 

Mr.  Scoll.  Congressman,  we  haven't  gone  into  their  accounts. 

The  Vice  Chairman.  What  you  are  trying  to  do  mostly  now  is  to 
deal  with  cartels,  I  believe? 

Mr.  ScoLL.  Yes. 

The  Vice  Chairman.  How  does  this  testimony  we  are  getlhig  now 
bear  on  cartels? 

Mr.  Scoll.  It  bears  on  the  question  of  what  the  economic  effects 
have  been  on  the  prices  of  the  things  that  have  been  produced. 
The  previous  testimony  went  to  show  how  the  industry  has  grown 
and  integrated  and  how  it  is  coordinated,  and  Mr.  Notman 's  testi- 
mony is  going  to  show  what  effect  those  influences  have  had  on 
prices  and  on  employment. 
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The  Vice  Chairman.  You  are  going  to  hook  this  up  with  rottip 
cartel  connection  between  these? 

Mr.  ScoLL.  Well,  we  have  already  discussed  the  orgamzation — 
the  so-called  cartel  organization — of  the  copper  industry.  Now  we 
are  discussing  what  the  results  have  been  of  that  orgamzation.  I 
have  one  final  question  for  Mr.  Notman,  and  that  will  conclude  this 
copper  testimony. 

Representative  Williams.  One  question  in  this  connection  I 
would  like  to  ask:  To  what  extent  do  these  integrated  companies 
carry  on  this  fabricated  business? 

Mr.  Notman.  My  imj)ression  is  that  that  is  ah-eady  in  the  testi- 
mony. My  recollection  is  that  they  now  own  in  excess  of  70  percent 
of  the  fabricated  capacity  in  the  country. 

Representative  Williams.  Oh,  I  had  forgotten  that  that  was  in 
the  testimony. 

Mr.  O'Connell.  The  witness,  a  few  moments  ago,  was  about  to 
give  us  the  figures  as  regards  the  differential  in  high  brass,  and  I 
would  like  to  have  those.     You  said  they  are  rather  striking? 

The  Chairman.  They  will  go  in  with  the  exhibit. 

Mr.  O'Connell.  I  would  rather  not  wait  until  you  read  it.  If  you 
can  give  us  those  two  figures,  it  will  take  just  a  moment. 

The  Chairman.  All  right. 

Mr.  Notman.  On  high  brass,  we  have  a  differential  over  the  cost 
of  electrolytic  in  the  early  period  of  0.4  cent  per  pound.  In  the 
later  period,  it  was  5.95  cents  per  pound. 

Mr.  O'Connell.  And  may  I  ask  ope  more  question?  Have  the 
characteristics  of  the  commodities  that  you  have  been  comparing 
undergone  any  substantial  change  in  those  two  periods? 

Mr.  Notman.  So  far  as  I  know  and  have  been  able  to  check  with 
the  American  Metal  Market,  they  represent  the  same  trade  products. 

Mr.  Pike.  There  is  one  thing  on  high  brass,  Mr,  Notman,  which 
I  would  like  to  ask.  Do  you  happen  to  know  the  difference  of  the 
price  of  zinc  for  those  two  periods? 

Mr.  Notman.  In  the  early  period,  the  average  price  for  zinc  was 
6.95  cents,  and  in  the  later  period,  it  was  5.46  cents. 

Mr.  Pike.  Not  a  great  difference  then? 

Mr.  Notman.  Actuallv  nearly  a  cent  and  a  half  less. 

The  Chairman.  Mr.  Scoll? 

Mr.  Scoll.  Mr.  Notman,  you  have  heard  the  testimony  of  the 
representalivf«3  of  the  leading  copper  companies  on  the  subject  of 
cooperation  and  how  that  has  brought  about  stabilization  in  the  indus- 
try. Could  you  briefly  summarize  your  view  on  that  point  with  ref- 
erence to  what  has  happened  in  the  business  cycle  and  whether  or  not 
the  cooperation  has  in  effect  brought  stabilization? 

Mr.  Notman.  Well,  I  have  an  article  here  that  I  prepared  for  the 
American  Yearbook,  1934  volume,  and  perhaps 

Mr.  Scoll  (interposing).  Read  the  last  two  paragraphs  of  that 
statement. 

Mr.  Notman.  Under  the  caption  of  "Fallacies  in  the  name  of 
conservation,"  it  is  suggested — 

that  the  socalled  natural  resources  industries  are  in  a  diflferent  category  from 
manufacturing  and  therefore  should  be  regimented  in  some  different  and  stricter 
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manner,  because  the  ultimate  exhaustion  of  these  natural  resources  is  inevitable, 
and  posterity  must  be  protected  from  this  impending  shortage  through  wasteful 
exploitation.  After  all,  there  is  nothing  wasteful  about  permitting  the  nation  as  a 
whole  to  secure  its  needs  cheaply.  Whatever  merit  there  may  be  in  the  argument 
would  seem  to  imply  that  with  limited  supplies  within  her  borders,  a  nation  should 
give  every  encouragement  to  the  exploitation  and  exhaustion  of  foreign  sources 
before  consuming  her  own.  This,  of  course,  means  the  abolition  of  all  tariffs  on 
such  materials. 

Much  stress  is  laid  on  petroleum  as  an  example  of  wasteful  production,  but  here 
we  are  dealing  with  a  weakness  in  the  basic  law  governing  the  exploitation  of 
petroleum  resources  in  the  United  States.  The  so-called  law  of  capture  requires 
the  owners  of  properties  adjoining  producing  wells  to  drill  off  some  of  the  wells 
so  that  that  portion  of  the  oil  pool  underlying  those  properties  may  not  be  drained 
by  the  original  drilling,  leaving  those  properties  with  no  production,  to  which  they 
were  entitled  by  ownership.  Herein  lies  the  chief  difficulty  of  the  petroleum  in- 
dustry. No  such  conditions  exist  with  respect  to  copper  or  any  other  important 
mineral  resource,  but  for  reasons  not  hard  to  find,  certain  producers  of  the  metals 
bespeak  the  government  in  the  name  of  conservation  to  permit  them  to  conspire 
against  the  public  to  fix  prices  and  control  production,  to  defeat  the  law  of  supply 
and  demand;  in  other  words,  to  set  up  monopolies.  To  fix  and  maintain  prices, 
however,  implies  the  existence  of  three  conditions,  as  follows:  "Monopoly  of  supply, 
unavailability  of  satisfactory  substitutes,  and  inelastic  demand. 

Throughout  history,  these  conditions  have  never  existed  save  momentarily  with 
respect  to  any  important  commodity.  The  world  has  always  and  will  always  find 
ways  to  avoid  undue  exactions  by  those  seeking  to  establish  monopolies.  Noting 
short  of  arbitrary  dictatorial  powers  could  possibly  support  them.  It  would  surely 
appear  wise  to  design  an  economic  program  in  harmony  with  economic  law  rather 
than  in  conflict  therewith. 

The  probability  of  success  for  a  machine  designed  in  conflict  with  physical  law 
can  never  be  greater  than  zero,  and  similarly  the  probability  of  success  for  an 
economic  program  based  on  having  more  by  making  less  can  never  be  more  than 
zero,  whether  tried  by  an  individual,  a  corporation,  an  industry  or  a  nation. 

I  would  like  to  add,  if  I  may,  for  a  moment,  Mr.  Scoll,  the  descrip- 
tion given  to  such  artificial  methods  of  control  of  production  by  Mr. 
J.  R.  Flnlay,  to  whom  I  have  referred  already.  In  writing  to  me  on 
that  subject,  he  expressed  himself  this  way: 

I  will  take  one  more  opportunity  to  reaffirm  a  lifelong  conviction  that  production 
is  already  adequately  controlled  by  the  law  of  supply  and  demand.  The  laws  of 
economics  are  fully  as  rigid  as  those  of  mechanics  capable  of  inflicting  penalties 
on  those  who  ignore  them  far  more  severe  than  any  committee  could  think  up. 
A  man  who  ignores  the  law  of  gravity  breaks  his  neck.  One  who  continues  to 
produce  something  which  the  world  does  not  want  goes  broke.  It  is  true  that 
astronomers  by  long  years  of  observation  and  study  finally  determined  the  fact 
that  the  earth  revolves  around  the  sun  in  an  elliptical  orbit  which  phenomenon 
gives  rise  to  many  beneficial  effects.  They  may  well  have  determined  at  the  same 
time  that  it  would  have  done  a  better  job  had  it  revolved  in  a  circular  orbit. 
But  so  far  as  I  am  aware,  I  never  heard  of  a  committee  getting  together,  to  try 
to  bring  that  about. 

Mr.  Scoll.  Thank  you,  Mr,  Notman. 

The  Vice  Chairman.  Well,  now,  wait  a  minute.  I  think  there  is 
much  in  this  fundamental  principle.  Now,  do  we  understand  from 
your  observations  based  on  what  you  have  observed  and  what  you 
have  seen  that  these  laws  of  economics  to  which  you  refer  do  not 
require  an  agency  of  government  to  make  them  effective,  as  applied 
to  a  community  of  human  beings,  on  that  basis? 

Mr.  Notman.  No  ;  my  feeling,  Congressman,  is  that  no  single  group 
In  any  country 

The  Vice  Chairman  (interposing).  I  understand  but  I  am  just 
asking  you  a  question. 

Mr.  Notman.  Can  be  trusted  with  the  power  to  regulate  themselves. 

The  Vice  Chairman.  That's  right.  • 
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Mr.  NoTMAN.  It  requires  somebody  who  has  the  interest  of  the 
public  in  general. 

The  Vice  Chairman.  Now,  one  of  two  questiojis,  if  1  may.  I 
understand  from  my  colleagues  that  this  is  not  in  the  record.  Have 
you  any  notion  as  to  the  amount  of  capital  required  with  reference 
to  ordinary  conditions,  to  equip  a  mining  and  refining  plant  sufficient 
to  operate  in  the  copper  field? 

Mr,  NoTMAN.  Yes;  I  have  such  figures. 

The  Vice  Chairman.  Are  they  in  the  record  at  all? 

Mr.  NoTMAN.  They  are  given  in  this  pamphlet. 

The  Vice  Chairman.  Is  that  to  be  in  the  record? 

Mr.  ScoLL.  We  can  put  it  in  the  record.  May  we  insert  the 
pamphlet  in  the  record? 

(The  pamphlet  referred  to  was  marked  "Exhibit  No.  2169-A"  and 
is  included  in  the  appendix  on  p.  13546.) 

The  Vice  Chairman.  Well,  it  has  been  suggested  by  the  chairman 
that  it  would  seem  wise  that  those  figures  bc^  incorporated,  if  you 
will  be  good  enough  to  incorporate  them.' 

The  Vice  Chairman.  Now,  with  regard  to  these  integrated  com- 
panies, has  anything  come  to  your  observation  to  indicate  that  with 
regard  to  manufacture  and  sale  of  those  commodities,  in  one  or  more 
of  those  steps,  they  may  suffer  a  loss  and  make  it  up  from  profit  in 
some  other  phase  of  their  activities? 

Mr.  Notman.  That  undoubtedly  happens  in  certain  instances.  I 
cannot  cite  the  facts  because  most  of  those  companies  give  consohdated 
income  statements  without  any  allocation  of  profits  or  cost  to  the 
particular  steps. 

The  Vice  Chairman.  That  information  would  probably  be  regarded 
as  important,  as  a  usable  fact  to  some  members  of  the  committee,  if 
it  should  be  found  that  the  producers  of — shall  I  call  it  the  raw  mate- 
rial?— where  they  have  practically  no  competition,  would,  where  they 
compete  with  independent  producers,  reduce  their  cost  to  the  point 
where  it  would  tend  to  squeeze  the  independent  producers  out  of  the 
field  of  activity.  I  mean,  it  would  be  important  one  way  or  the  other. 
To  me,  I  think,  it  would  be  one  of  the  most  usable  facts  that  could 
be  drawn  out. 

Mr.  Notman.  It  is  possible  that  the  independent  fabricators  who 
have  no  source  of  raw  material  of  their  own  may  be  in  an  uncomfort- 
able position  in  competing  with  the  integrated  companies  in  the 
fabricating  end  of  the  business. 

The  Vice  Chairman.  It  would  seem  to  me,  just  looking  at  the 
whole  picture  as  an  outsider,  that  if  the  persons  who  produce  the  raw 
material,  if  they  be  closely  organized,  they  could  make  it  tremendously 
difficult,  it  would  seem  to  me,  to  an  independent  producer  who  has  got 
to  go  to  his  competitors  for  his  raw  materials. 

Mr.  Notman.  Yes;  there  are  possibilities  in. both  cases. 

Mr.  Pike.  Your  comparison  as  to  differentials,  though,  suggested 
the  opposite. 

Mr.  Notman.  In  case  the  independent  fabricator  had  free  access  to 
copper  supplies  at  all  times. 

The  Vice  Chairman,  You  mean  copper  supplies  that  are  to  be 
bought  under  competitive  conditions? 

>  The  figures  appear  in  "Exhibit  No.  2169-A,"  appendix,  p.  ia646,  at  p.  13652. 
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Mr.  NoTMAN.  Yes. 

The  Vice  Chairman.  Does  that  condition  obtain? 

Mr.  NoTMAN.  Well,  I  think  in  general  it  has  obtained. 

The  Vice  Chairman.  Well,  that  would  be  important. 

The  Chairman.  In  other  words,  the  integration  of  the  industry  has 
not  operated  to  the  disadvantage  of  the  independent  fabricator;  is  that 
the  conclusion  you  want  to  leave  with  us? 

Mr.  NoTMAN.  No;  I  don't  want  to  draw  that  conclusion,  Senator, 
because  I  don't  know  what  the  facts  are. 

The  Chairman.  Well,  then,  of  course,  your  testimony  would  not 
be  of  importance.  May  I  ask  this  question:  You  have  been  sitting 
here  during  the  preceding  testimony,  and  you  have  heard  the  con- 
clusions stated  by  representatives  of  the  industry,  that  the  associations 
which  have  been  affected  from  time  to  time  by  way  of  the  Copper 
Export  Association,  for  example.  Copper  Exporters,  Inc.,  the  foreign 
cartel,  and  so  forth,  have  been  used  primarily  for  the  purpose  of  cur- 
tailing production  merely  to  prevent  the  destructive  decline  of  prices, 
and  not  for  the  purpose  of  exploiting  the  consumer.  Have  you  heard 
that  testimony? 

Mr.  NoTMAN.  Yes. 

The  Chairman.  What  is  your  conclusion  with  respect  to  that? 

Mr.  NoTMAN.  Well,  my  conclusion  is  that  most  of  the  undertak- 
ings— and  there  have  been  many  of  them  throughout  tha  history  of 
the  industry,  prior  to  Copper  Export  Association,  Copper  Exporters, 
Inc.— all  resulted  in  higher  prices. 

The  Chairman.  WeU,  now,  were  those  relatively  higher  prices  or 
were  they  high  prices  which  resulted  because  the  lower  cost  of  produc- 
tion was  not  reflected  in  the  final  price  to  the  consumer? 

Mr.  Notman.  Strangely  enough,  they  all  of  them  coincided  with  a 
rising  cyclical  trend  of  business,  and  they  all  collapsed  when  the  decline 
started.  ^ 

The  Vice  Chairman.  Self-preservation  got  into  the  situation? 

The  Chairman.  Well,  that  doesn't  quite  answer  my  question,  does 
it? 

Mr.  Notman.  Well,  you  want  me  to  express  an  opinion  as  to 
whether  I  think  the  objective  was  raising  prices  or  preventing.unduly 
low  prices? 

The  Chairman.  Well,  let  me  put  in  this  way,  rather:  Have  these 
agreements  resulted  in  actual  increases  of  price  or  in  an  increased 
differential  by  reason  of  a  reduction  in  the  cost  of  production? 

Mr.  Notman.  Well,  what  I  have  tried  to  indicate  by  this  reference 
to  fabricated  product  prices  was  that  the  reduction  of  cost  in  electro- 
lytical  copper,  due  to  technological  advances,  had  not  been  passed  on 
to  the  consumer.  I  believe  it  was  the  testimony  from  previous  wit- 
nesses that  it  had  been — — 

The  Chairman  (interposing).  Well,  of  course,  the  problem  before 
the  country  in  almost  every  great  industry  and  in  all  business,  is  the 
effect  upon  public  welfare  of  the  highly  complicated  modem  organiza- 
tion. Now,  what  I  am  interested  in  listening  to  is  your  opinion  as 
to  the  effect  in  this  particular  industry  of  the  complicated  organization 
which  is  apparent  in  the  copper  industry. 

Mr.  Notman.  I  think,  Senator,  that  it  has  been  adverse  not  only 
to°  public  interest  but  to  their  own  interest. 

The  Chairman.  And  what  remedy  do  you  see  for  this  condition? 
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Mr.  NoTMAN.  I  am  stiJl  a  believer  in  the  economics  of  Adam  Smith, 
and  if  price  is  allowed  to  rogulate  supply  and  demand,  it  will  do  so. 
If  rigidities  arc  artifically  imposed  on  free  price,  if  rigidities  are  arti- 
ficially imposed  by  labor  by  demands  for  continually  higher  wages,  if 
rigidities  are  imposed  by  Government  by  increased  taxes — those  all 
tend  to  interfere  with  the  price  regulated. 

The  Chairman.  Well,  what  specific  would  you  suggest  to  the  com- 
mittee for  avoiding  these  results? 

Mr.  NoTMAN.  I  would  endeavor  to  develop  such  means  as  will  con- 
tinue to  enforce  competition. 

The  Chairman.  What  is  your  opinion  with  respect  to  the  advis- 
ability of  integration  in  the  industry,  that  is  to  say,  the  acquisition 
of  fabricating  plants  by  producers?  Should  there  be  any  separation 
of  the  two? 

Mr.  NoTMAN.  Very  definitely  I  am  of  the  opinion  that  if  I  were  a 
producer  of  electrolytic  copper,  and  I  may  say  for  the  committee's 
information  that  I  am  a  representative  of  the  industry  as  well  as 
consulting  engineer — I  have  been  on  the  board  of  directors  of  the 
United  Verde  Mining  Co.  for  a  number  of  years  back,  and  have  been 
concerned  with  production.  As  a  producer,  I  would  not  go  into  the 
fabricating  business.  As  a  fabricator,  I  would  not  go  into  producing 
end  of  the  business. 

The  Chairman.  And  you  say  that  would  be  your  attitude  now? 

Mr.  NoTMAN.  Yes. 

The  Chairman.  In  present  conditions? 

Mr.  NoTMAN.  In  present  conditions. 

The  Chairman.  Then  that  would  imply  that  a  producer  who  did 
not  go  into  the  fabricating  business  could,  under  present  conditions, 
operate  successfully?  / 

Mr.  NoTMAN.  I  know  that  he  can. 

The  Chairman.  And  it  would  also  imply  that  a  fabricator  who  had 
no  production  source  could  also  operate  successfully? 

Mr.  Notman.  If  he  is  protected  against  arbitrary  price  fixation. 

The  Chairman.  Well,  but  is  there  such  a  thing  as  arbitrary  price 
fixation? 

Mr.  Notman.  Well,  there  has  been  at  times.  I  believe  it  is  in  the 
record — at  least  for  one  occasion. 

The  Chairman.  Well,  but  you  have  just  testified  that,  speaking  for 
yourself,  you  would  now  recommend  a  production  concern  not  to  have 
a  fabricating  outlet? 

Mr.  Notman.  Yes,  that  is  right. 

The  Chairman.  Well,  then,  if  that  were  your  advice  to  a  client  who 
came  to  you  seeking  advioe,  it  would  necessarily  be  based  upon  the 
conclusion  in  your  mind  that  under  the  present  organization  of  the 
industry,  such  a  producer  could  operate  at  a  profit? 

Mr.  Notman.  Well,  I  am  looking  further  ahead  than  that,  Senator. 
I  hope  that  I  have  a  long  view  of  the  picture,  and  the  ultimate  good 
of  the  industry,  I  believe,  depends  on  the  maintenance  of  competition. 

The  Chairman.  Well,  would  you  say  that  there  is  or  is  not  compe- 
tition in  the  industry  now? 

Mr.  Notman.  Not  as  much  as  there  was. 

The  Chairman.  And  to  what  do  you  attribute  that  elimination  of 
■competition? 
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Mr.  NoTMAN.  The  concentration  of  ownership,  both  horizontally 
and  vertically. 

The  Chairman.  In  other  words,  the  integration  of  the  companies 
and  then  their  tendency  to  make  national  and  international  agree- 
ments or  at  least  international  agreements,  as  adverse  to  the  present 
freedom  of  competition  which  you  believe  ought  to  be  maintained? 

Mr.  NoTMAN.  In  my  judgment. 

The  Vice  Chairman.  If  you  had  a  client  and  you  advised  him  not 
to  go  into  the  production  of  the  raw  material,  your  advice  would  be 
sounder  perhaps  if  his  competitor  was  not  in  the  production  of  raw 
material?  In  other  words,  you  would  want  your  client  not  to  have  to 
compete  with  somebody  who  was  producing  the  raw  materials  and 
also  fabricating?    Do  you  have  that  in  your  mind? 

Mr.  NoTMAN.  I  have  this  in  mind,  sir,  that  if  there  is  a  free  market 
for  hedging  operations,  there  is  very  little  difficulty  in  the  independ- 
ent fabricators'  protecting  himself  against  fluctuation  in  the  cost  of  his 
raw  material.  If  no  such  market  is  av9,ilablo  to  him,  he  can  get  him- 
self in  very  deep  water. 

The  Vice  Chairman.  Now,  do  you  think  that  answers  my  ques- 
tion? You  answer  my  question  by  saying  if  there  is  a  free  market  he 
can  get  along  pretty  well? 

Mr.  Notman.  Yes. 

The  Vice  Chairman.  Now  my  question  was  this:  Whether  or  not 
the  position  of  the  independent  operator  who  doesn't  produce  the  raw 
materials — who  is  a  fabricator — would  be  better  and  safer  if  his  com- 
petitor didn't  have  the  advantage  of  producing  the  raw  material  also? 
That  is  a  concrete  proposition,  but  it  gets  right  down  to  the  heart  of 
this  inquiry,  or  part  of  it. 

Mr.  Notman.  Well,  taking  the  long  view  of  it  again,  I  think  he 
would  be. 

The  Vice  Chairman.  Weil,  shorte%up  your  view  a  little  bit  in 
what  you  say. 

Mr.  Notman.  WeU,  I  think  I  wouldn't  advise  him'  to  leave  his 
own  last. 

The  Vice  Chairman.  I  understand  that,  but  I  am  disposed  to  press 
this  question  so  we  can  get  it  in  the  record — ^that  is,  if  you.  feel  at 
liberty  to  answer  the  question,  and  that  is  in  the  maintenance  of  this 
competition  which  you  seem  to  feel  is  essential  in  the  long  run,  and 
probably  in  the  present  run,  too,  is  that  opportunity  for  free  competi- 
tion as  among  fabricators  disturbed  6y  the  fact  or  interfered  with  by 
the  fact  that  maybe  some  of  those  fabricators  also  produce  raw  mate- 
rials? 

Mr.  Notman.  I  think  it  is.  . 

The  Vice  Chairman.  Well,  that  is  what  we  are  trying  to  get  at. 

The  Chairman.  But  that  opinion  is  not  so  definite  that  it  would 
prevent  you  from  advising  a  producer  at  the  present  time  to  stay 
out  of  the  fabricating  business? 

Mr.  Notman.  No;  I  certainly  would  advise  him  to  that  effect. 

The  Chairman.  WeU,  then,  consequently,  doesn't  it  follow  that  in 
your  opinion  the  integration  of  the  industry  is  not  disadvantageous 
to  such  producer?  I  am  frank  to  say  to  you,  Mr.  Notman,  you  don't 
seem  to  give  me  a  clear  view  of  what  your  actual  opinion  is,  whether 
or  not  the  integration  of  the  industry  actually  has  impaired  competi- 
tion or  whether  it  has  not. 
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Mr.  NoTMAN.  I  can  answer  that  very  definitely,  that  I  feel  it  has. 

The  Chairman.  Then  it  must  be  a  disadvantage  to  the  producer, 
that  there  is  integration  in  the  industry? 

Mr.  Notman.  I  feel  that  way. 

The  Vice  Chairman.  Well,  let's  get  that  straightened  out.  You 
are  sort  of  see-sawing  that  thing.  If  it  is  a  disadvantage  to  an 
individual  producer  to  be  integrated,  then  how  does  that  man  have 
an  advantage  over  the  nonintegrated  producer  of  the  finished  com- 
modities? 

Mr.  Notman.  I  don't  think  he  has  any 

The  Vice  Chairman  (interposing).  That  is  what  I  understood  your 
statement  to  be. 

Mr.  Notman.  has    any    advantage    when    the    independent 

fabricator  has  a  free  commodity  market  on  which  he  can  hedge  his 
purchase  of  raw  material.  I  happen  to  have,  Congressman,  some 
figures  on  the  earnings  of  the  American  Brass  Co.  Unfortunately  I 
haven't  them  with  me,  but  prior  to  the  acquisition  of  the  American 
Brass  Co.  by  the  Anaconda  Copper  Co.,  the  American  Brass  Co. 
made  money  every  year,  regardless  of  the  fluctuations  in  the  cost  of 
their  raw  material — they  made  money  whether  copper  was  high  or 
whether  cooper  was  low,  because  they  were  in  a  position  to  hedge  their 
raw-material  purchases. 

The  Vice  Chairman.  I  am  being  helped  a  good  deal.  I  know 
about  that  hedging  business  myself.  ^  I  already  Imow  about  that,  but 
now,  if  we  could  hold  to  this  one  thing  that  we  are  considering,  and 
that  is  this,  and  I  am  not  going  to  pregs  the  question  further  than  this 
at  this  one  time:  Here  is  A.  He  is  an  integrated  organization.  Bis 
producing  the  fabricated  or  finished  commodities — producing  the 
finished  commodities.  Now,  is  it  your  general  notion  that  neither 
A  nor  B  should  be  both  in  the  production  of  raw  materials  and  in  the 
business  of  fabricating,  as  a  matter  of  pubUc  policy? 

Mr.  Notman.  Right. 

The  Vice  Chairman.  That  is  right?  But  if  A  is  the  producer  of 
the  raw  material,  and  the  producer  of  the  fabricated  article,  having 
his  own  source  of  raw  material,  is  he  or  not  at  an  advantage  in  his 
competition  with  B,  for  the  oppc'tunity  to  sell  the  commodities  which 
people  put  in  their  houses  in  the  way  of  plumbing? 

Mr.  Notman.  Well,  my  answer  is  just  what  it  was  before,  that  I 
would  not  go  into  both  ends  of  the  business. 

The  Vice  Chairman.  Well,  we  have  heard  that  five  or  six  times, 
but  what  I  am  trying  to  do  is  to  get  an  answer  to  my  question.  If 
you  want  to  answer  it. 

Mr.  Notman.  Well,  I  would  like  to,  but  I  don't  understand  the 
distinction  between  what  you  are  asking  and  what  I  have  replied. 

The  Vice  Chairman.,  Well,  I  asked  a  pretty  simple  question,  I 
think. 

Mr.  Notman.  Well,  let's  tiy  again.  Congressman. 
The  Vice  Chairman.  All  right.  A  and  B  have  commodities  which 
they  sell  as  plumbing  that  goes  into  a  house.  A  is  integrated  and  B 
is  not  integrated.  A,  therefore,  has  his  own  control  of  his  raw  material 
source.  Those  two  people  are  competing  for  the  opportunity  to  sell 
plumbing  to  go  into  a  ^ven  house.  Would  A  have  any  advantage 
over  B  in  that  competition  by  reason  of  the  fact  that  A  had  an  inte- 
grated organization? 

124491 — 41 — pt.  25 18 
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The  Chairman.  And  under  present  conditions. 

The  Vi^E  Chairman.  What  I  am  talking  about  now. 

Mr,  NovMAN.  Under  present  conditions,  I  don't  think  he  would 
have  any  advantage. 

The  Vice  Chairman.  Now  what  are  those  present  conditions? 

Mr.  NoTMAN.  Well,  there  is  a  free  market  at  the  present  time. 

The  Vice  Chairman.  If  he  has  any  advantage  it  is  a  potential 
advantage.  Well,  now  that  is  a  clearcut  answer  and  even  I  can 
understand  it,  and  I  am  much  obhged  to  you. 

Representative  Williams.  Well,  suppose  his  cost  of  production  was 
considerably  below  the  market  price? 

Mr.  NoTMAN.  Now,  you  are  talking  about  the  producer  of  elec- 
trolytic copper.     We  were  talking  about  fabricators. 

Representative  Williams.  Well,  the  man  that  I  am  talking  about 
now  is  engaged  in  both  of  them — the  man  who  is  engaged  in  produc- 
tion and  fabrication.  Suppose  his  cost  of  production  was  below  the 
free  market  price.     Would  not  he  have  an  advantage,  then? 

Mr.  NoTMAN.  Certainly. 

Representative  Williams.  Well,  he  would  have  an  advantage? 

Mr.  NoTMAN.  The  man  who  has  the  low  cost  always  has  the 
advantage. 

Representative  Williams.  In  other  words,  he  would  get  his  copper 
at  the  cost  of  production,  while  the  independent*  fabricator  world 
necessarily  have  to  buy  it  at  the  market  price? 

Mr.  NoTMAN.  Well,  if  he  can  hedgis  again — all  he  is  concerned  with 
is  getting  his  cost  of  his  operation  back,  plus  what  he  regards  as  a 
reasonable  profit  on  it.  Now,  if  he  can  hedge  himself  against  any 
fluctuation  in  the  cost  of  his  raw  material,  he  is  not  concerned  with  it. 

The  Chairman.  Well,  can  a  man  or  such  an  operator  hedge  under 
present  conditions? 

Mr.  NoTMAN.  Well,  there  again.  Senator,  I  can't  answer  cate- 
gorically because  I  don't  feel  that  I  know  the  facts.  I  know  that 
prior  to  integration  all  of  them  did. 

The  Chairman.  Well,  you  see,  Mr.  Notman,  frankly  speaking,  the 
impression  that  you  have  given  me  is  this:  You  state  the  premise, 
that  competition  is  a  desirable  condition  and  ought  to  be  maintained. 
Then  say  that  the  integration  of  the  industry  and  these  various 
agreements,  international  and  otherwise,  which  we  have  been  dis- 
cussing are  hostile  to  competition? 

Mr.  NoTMAN.  Yes. 

The  Chairman.  And  then  you  say  that  imder  present  conditions, 
in  which  all  of  these  circumstances  which  you  have  described  as 
hostile  to  competition  do  exist,  there  is  nevertheless  a  free  market,  or 
otherwise  competition  exists? 

Mr.  Notman.  Well,  as  I  understand  it,  there  are  no  organizations 
in  operation  at  the  moment.  Senator.     That  is  what  I  was  referring  to. 

The  Chairman.  Ah,  I  see.  Well,  now,  when  these  organizations 
were  in  operation  di(^  we  have  free,  open  competition? 

Mr.  Notman.  I  don't  think  we  did. 

The  Chairman.  So  that  you  beUeve  that  the  elimination  of  these 
organizations  has  tended  to  reestablish  competition  in  this  industry? 

Mr.  Notman.  I  do. 

The  Chairman.  And  that  we  now  have  competition  in  the  industry? 

Mr.  Notman.--  Yes. 
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The  Chairman.  And  that  anything  which  would  tend  to  revive 
those  organizations  would  be  adverse  to  pubUc  interest? 

Mr.  NoTMAN.  Not  only  adverse  to  public  interest  but  adverse  to  the 
interest  of  the  companies  themselves. 

The  Chairman.  Why  adverse  to  the  interest  of  the  companies 
themselves? 

Mr.  NoTMAN.  Well,  the  automobile  industry  is  probably — there 
probably  is  no  industry  where  the  competition  is  keener.  Neverthe- 
less, it  is  the  most  prosperous  industry  that  we  have.  In  my  opinion, 
if  the  three  large  manufacturers  of  automobiles  got  together  and 
allocated  markets  and  divided  up  the  business,  we  would  be  pay- 
ing twice  as  much  as  we  are  for  automobiles  and  th^  would  be  sell- 
ing for  three  times  what  they  are  selling  for,  and  there  would  be  a 
smaller  volume  of  employment  in  the  industry. 

The  Vice  Chairman.  You  think,  then,  that  that  old  fellow  who 
was  sitting  around  a  kerosene  lamp  or  pine  knot  and  reading  or  think- 
ing a  little  bit  and  deciding  that  competition  was  the  life  of  trade, 
wasn't  as  big  a  fool  as  most  of  us  fellows  who  fly  around  in  flying 
machines  now  think? 

Mr.  NoTMAN.  I  don't  think  he  was  any  fool. 

The  Chairman.  Are  there  any  other  questions  to  be  addressed 
to  Mr.  Notman? 

You  have  how  many  more  witnesses,  Mr.  Scoll? 

Mr.  Scoll.  That  is  all  I  have  on  copper.  I  believe  that  Dr. 
Kreps  has  some  more  witnesses  this  afternoon. 

The  Chairman.  We  have  two  more  witnesses  on  the  cartel  hearing, 
do  we  not? 

Dr.  Kreps.  Three. 

The  Chairman.  What  opportunity  will  there  be  to  finish  with  them 
this  afternoon? 

Dr.  Kreps.  I  think  we  can  finish  only  two  this  afternoon. 

The  Chairman.  I  see.     Well,  thank  you  very  much,  Mr.  Notman. 

Mr.  Scoll.  Before  we  recess,  may  I  offer  the  article  from  which 
Mr.  Notman  read  for  the  file?    May  I  have  that  article? 

The  Chairman.  You  want  it  for  the  file?  It  may  be  received  and 
filed.     It  is  not  to  be  printed. 

(The  article  referred  to  was  marked  "Exhibit  No.  2169-B"  and 
is  on  file  with  the  committee.) 

The  Chairman.  The  committee  will  stand  in  recess  until  2  o'clock. 

(Whereupon  at  12:30  p.  m.,  a  recess  was  taken  until  2  p.  m.  of  the 
same  day.) 

AFTERNOON  SESSION 

The  committee  resumed  at  2:15  p.  m.  on  the  expiration  of  the  recess. 

The  Chairman.  The  committee  will  please  come  to  order.  Dr. 
Kreps,  who  is  the  first  witness? 

Dr.  Kreps.  I  call  Dr.  Amos  Taylor  of  the  Department  of  Com- 
merce. 

The  Chairman.  Mr.  Scoll  is  hot  here  this  afternoon? 

Dr.  Kreps.  No. 

The  Chairman.  I  should  have  made  acknowledgment  this  morning, 
then,  of  the  splendid  service  which  he  has  performed  for  the  com- 
mittee in  the  presentation  of  the  copper  industry.  I  think  all  the 
members  of  the  committee  felt  that  it  was  an  excellent  piece  of  work. 
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Dr.  Kreps.  I  want  to  add  to  that  my  own  personal  gratitude  to 
David  Scoll  and  Samuel  Moment  for  the  able  way  in  which  they  took' 
charge  of  the  copper  portion  of  our  cartel  hearing. 

The  Chairman.  Mr.  Taylor,  do  you  solemnly  swear  that  the  testi- 
mony you  are  about  to  give  in  this  hearing  shall  be  the  truth,  the 
whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Taylor.  I  do. 

The  Chairman.  You  may  be  seated. 

TESTIMONY  OF  DR.  AMOS  E.  TAYIOR,  CHIEF,  AND  DR.  PAUL  D. 
DICKENS,  ECONOMIC  ANALYST,  FINANCE  DIVISION,  BUREAU 
OF  FOREIGN  AND  DOMESTIC  COMMERCE,  WASHINGTON,  D.  C. 

"  Dr.  Kreps.  Dr.  Taylor,  Mr.  Chairman,  is  stricken  with  a  cold  and 
he  would  like  to  have  his  assistant  also  sworn  in,  who  will  be  able  to 
help  him  with  the  questioning. 

The  Chairman.  Mr.  Dickens,  do  you  solemnly  swear  that  any 
testimony  you  may  give  in  this  proceeding  shall  be  the  truth,  the  whole 
truth,  and  nothing  but  the  truth,  so  help  you  God? 

Dr.  Dickens.  I  do. 

Dr.  Kreps.  I  probably  should  preface  the  examination  of  Dr. 
Taylor  by  saying  that  we  are  at  this  stage  resuming  our  consideration 
of  cartels  in  general.  We  began  with  a  general  introduction,  and  then 
in  order  that  the  committee  might  see  exactly  how  cartels  or  cartel- 
like organizations  or  activities  are  carried  on,  an  historical  and  detailed 
examination  was  given  to  an  industry  in  which,  in  accordance  with  the 
weight  of  opinion  on  cartel  literature  here  and  abroad,  many  of  the 
aspects  of  cooperation  are  best  exhibited. 

The  purpose  of  Mr.  Taylor's  testimony  is  to  indicate  the  extent  to 
which  a  circumstance  which  Mr.  Kelley  referred  to  in  his  testimony  is 
present  in  other  industries  in  our  economy.  You  will  remember  that 
Mr.  Kelley  stated  that  the  originating  factor  in  the  formation  of  Copper 
Exporters  Association  was  protection  against  the  Metallgesellschaft, 
the  buying  cartel  in  Europe.  Mr.  Taylor  is  going  to  discuss  the  inter- 
national impact  of  international  industries  in  general,  including 
cartelized  industries,  upon  our  industry. 

For  the  convenience  of  the  committee,  a  summary  of  his  testimony 
has  been  prepared,  but  Mr.  Taylor  prefers  to  answer  questions  and 
state  the  points  made  in  the  summary  in  his  own  words.     Dr.  Taylor. 

FOREIGN    INVESTMENT   AND    CONTROL   IN   AMERICAN    ENTERPRISES 

Dr.  Taylor.  My  statement  relates  primarily  to  the  results  of  a 
special  study  which  we  have  recently  completed  in  the  Finance  Divi- 
sion of  the  Bureau  of  Foreign  and  Domestic  Commerce  relative  to  the 
foreign  investors'  interest  in  American  enterprise,  particularly  insofar 
as  that  foreign  interest  represents  control  and  majority  ownership  in 
such  American  enterprises. 

We  find  that  foreign  companies  or  individuals  resident  in  foreign 
countries  own  or  control  a  total  of  1,172  companies,  and  branches,  in 
American  enterprises. 

The  Chairman.  Dr.  Taylor,  may  I  interrupt  you  to  ask — my  atten- 
tion was  diverted  'for  a  moment — whether  you  were  requested  to  give 
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a  brief  summary  of  your  service  in  the  Govermnent  and  your  experi- 
ence? 

Dr.  Taylor.  I  might  say,  Senator,  that  the  nature  of  this  study  is 
very  much  like  that  of  studies  that  we  have  been  making  on  a  con- 
tinuous basis. 

The  Chairman.  You  didn't  hear  my  question.     Did  you  ask  bim? 

Dr.  Kreps.  No;  I  did  not. 

The  Chairman.  Well,  Dr.  Taylor,  what  position  do  you  hold  m  the 
Department? 

Dr.  Taylor.  I  am  sorry.  I  am  Chief  of  the  Finance  Division  in  the 
Bureau  of  Foreign  and  Domestic  Commerce. 

The  Chairman.  How  'ong  have  you  held  that  position? 

Dr.  Taylor.  I  have  just  recently  been  appointed  as  Chief;  for  8 
years  I  was  Assistant  Chief. 

The  Chairman.  How  long  have  you  been  in  the  Department  of 
Commerce? 

Dr.  Taylor.  I  have  been  in  the  Department  of  Commerce  since 
November  1930. 

The  Chairman.  How  did  you  enter  the  Department? 

Dr.  Taylor.  I  entered  the  Department  through  the  regular  Foreign 
Service  examination,  and  was  appointed  to  a  position  in  Washington. 
The  nature  of  my  work  happened  to  be  such  as  to  keep  me  there.  I 
made  no  request  at  any  particular  time  to  enter  the  Foreign  Service. 

The  Chairman.  You  entered  by  way  of  examination,  civil-service 
examination? 

Dr.  Taylor.  It  was  the  regular  Foreign .  Service  examination.  I 
am  not  quite  sure  exactly  how  that  would  be  catalogued  under  the 
civil-service  rules  as  of  that  time. 

The  Chairman.  What  was  your  previous  training? 

Dr.  Taylor.  For  10  years  prior  to  my  coming  to  Washington  I  was 
on  the  faculty  of  the  Wharton  School  of  the  University  of  Penn- 
sylvania. 

The  Chairman.  Very  well. 

Dr.  Taylor.  The  total  amount  of  investment  which  foreign  com- 
panies had  at  the  end  of  1937  in  these  1,172  companies  and  branches 
was  approximately  $1,883,000,000.  In  this  total  the  manufacturing 
group  represents  the  largest  single  industrial  type  of  enterprise. 

The  Chairman.  What  is  the  source  of  these  figures? 

Dr.  Taylor.  Our  figures  have  been  collected  from  various  sources. 
Some  of  them  are  secured  from  reports  of  other  Government  depart- 
ments. We  are  dependent  to  a  very  large  degree  for  our  information 
on  special  reports  from  the  various  corporations  concerned,  with  which 
we  have  developed  through  the  years  of  our  work  in  the  Finance 
Division  a  relationship  whereunder  every  year  certain  statistics  are 
submitted  to  us  with  the  understanding  that  insofar  as  they  relate  to 
the  individual  companies  they  be  held  confidential.  With  that  kind 
of  cooperation  we  have  been  able  to  continue  what  we  consider  fairly 
complete  studies  of  foreign  investments  of  various  kinds  in  the  United 
States. 

The  Chairman.  And  we  may  regard  these  as  substantially  accurate 
figures? 

Dr.  Taylor.  I  would  consider  them  substantially  accurate.  Senator. 

The  Chairman.  The  reason  I  asked  that  question  is  that  sum 
which  you  give,  namely,  $1,882,603,000,  seems  to  be  considerably 
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smaller  than  tlie  estimate  which  has  currently  been  placed  upon 
foreign  investments  of  this  character  in  the  United  States. 

Dr.  Taylor.  Well,  I  think  that  there  is  a  general  tendency  for  the 
more  popular  estimates  of  foreign  investments  in  the  United  States 
as  well  as  American  investments  abroad  to  be  reported  higher  than 
they  really  are.  This,  of  course,  represents  only  one  type  of  foreign 
investment  in  the  United  States.  The  total  foreign  interest  in  tMs 
country  at  the  present  time  is  possibly  close  to  $9,000,000,000,  or 
between  $8,000,000,000  and  $9,000,000,000,  but  the  remainder  is 
represented  by  other  types  of  investments,  including  approximately 
$3,000,000,000  in  hsink  balances  that  are  foreign  owned. 

The  Chairman.  What  other  types? 

Dr.  Taylor.  Another  very  important  category  is  one  closely  re- 
lated to  this  group  except  it  does  not  represent  control,  namely,  the 
holding  by  foreigners  of  many  small  blocks  of  stocks  of  corporations 
such  as  those  whose  shares  are  listed  on  the  New  York  and  other  stock 
exchanges.  The  total  of  that  type  of  holding  here  is  a  very  important 
item,  running  possibly  between  2}^  and  3  billion  dollars. 

The  Chairman.  Then  this  figure  purports  to  deal  solely  with  invest- 
ments which  constitute  control  of  1,172  companies? 

Dr.  Taylor.  That  is  correct,  Senator. 

In  this  particular  group,  a  total  investment  of  $729,000,000  repre- 
sents controlling  investment  in  manufacturing  industries  as  distinct 
from  other  types  of  business.  This  represents,  therefore,  about 
40  percent  of  the  total. 

Dr.  Taylor.  Other  important  items  or  groups  are,  first,  the 
banking,  insurance,  and  other  financial  types,  all  in  the  aggregate 
representing  an  investment  of  $412,000,000.  There  are  others  that 
are  relatively  important,  such  as  petroleum,  transportation — which, 
incidentally,  is  represented  primarily  by  the  controlling  interest  in 
railroads  in  this  country  on  the  part  of  the  two  Canadian  systems — 
and  then  various  distributive  enterprises  have  substantial  invest- 
ments here. 

I  have  here  a  table  which  shows  the  total  figure  divided  by  industrial 
groups,  the  group  extending  far  beyond  the  few  that  I  just  mentioned. 
I  shall  be  glad  to  have  this  table  prepared  for  inclusion  in  the  record, 
if  desirable. 

Dr.  Kreps.  I  suggest  that  this  table  be  included  in  the  record. 

The  Chairman.  It  may  be  received. 

Dr.  Kreps.  And  given  exliibit  No.  2170. 

(The  table  referred  to  was  marked  "Exhibit  No.  2170"  and  is 
included  in  the  appendix  on  p.  13557.) 

Dr.  Taylor.  Now,  when  we  take  this  total  investment  and  examine 
it  by  countries,  that  is  on  a  geographical  basis,  we  find  that  the 
United  Kingdom  share  is  the  largest,  representing  a  total  investment 
of  $833,000,000,  or  about  44  percent  of  the  total.  The  Canadian 
share,  although  considerably  smaller  than  that  of  the  United  Kifigdom 
takes  second  place  with  a  total  investment  of  $463,000,000.  The  so- 
called  direct  investments  of  the  Netherlands  amount  to  $179,000,000 
and  are  third  in  order  of  size  by  countries. 

It  might  be  interesting  to  note  that  taking  all  European  countries 
together,  the  total  amounts  to  $1,337,000,000.  It  might  also  be 
added  that  exclusive  of  Europe,  Canada,  and  Japan,  the  so-caUed 
direct  investments  in  the  United  States  held  by  foreigners  are  relatively 
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small,  although  a  large  number  of  other  countries  are  represented  to 
some  degree  in  these  holdings. 

In  connection  with  the  geographic  distribution  of  these  investments, 
we  have  two  tables  that  have  been  prepared  with  a  view  to  showing 
tliis  distribution  in  some  detail — one  table  Foreign  Direct  Invest- 
ments in  the  United  States,  End  of  1937,  showing  the  amount  that 
each  country  has  in  the  United  States,  and  the  other  one,  called 
Foreign  Direct  Investments  in  the  United  States  by  Countries  and 
Industries,  showing  the  totals  for  the  important  countries  broken 
down  by  types  such  as  manufacturing,  distribution,  transportation, 
pubUc  utihties,  petroleum,  mining  and  finance. 

Dr.  Kreps.  Would  you  like  to  submit  these? 

Dr.  Taylor.  I  would  like  to  submit  these  two  tables  for  the  record 
by  way  of  amplifying  my  remarks  before  the  committee. 

The  Chairman.  The  tables  may  be  received. 

Dr.  Kreps.  The  exhibit  marked  2171  reads,  "Foreign  Direct 
Investments  in  the  United  States  in  1937,"  and  exhibit  marked  2172, 
"Foreign  Du'ect  Investments  in  the  United  States  by  Principal 
Countries  and  Industries." 

(The  tables  referred  to  were  marked  "Exhibits  Nos.  2171  and  2172" 
and  are  included  in  the  appendix  on  pp.  13558  and  13559.) 

Dr.  Taylor.  In  order  that  we  may  examine  these  investments  from 
the  standpoint  of  the  size  of  the  companies  concerned,  we  made  a 
special  examination  of  651  industrial  and  commercial  enterprises 
which  are  foreign-controUed,  the  total  representing  an  investment  of 
$1,347,000,000.  In  this  group,  37  companies,  that  is,  companies  in 
this  country,  foreign-controlled,  represent  each  an  investment  qf  more 
than  $10,000,000.  The  total  investments  of  these  companies  repre- 
sent 64  percent  of  the  total  of  the  651  relatively  large  companies 
examined. 

An  examination  of  the  foreign  holdings  of  the  common  stock  of  these 
companies  as  examined  against  the  interest  in  the  total  assets  of  these 
companies  shows  that  81  percent  of  the  common  stock  is  entirely 
foreign  owned,  whereas  only  63  percent  of  the  total  capitahzation  is 
foreign  owned,  simply  indicating  that  in  these  companies  controlled 
from  abroad,  the  interest  of  the  foreign  owners  ran  more  nearly  to 
total  ownership  in  the  common  stocks  than  in  the  case  of  the  preferred 
shares  and  the  bonds. 

We  find  that  the  mterest  in  American  enterprises  is  fairly  well 
scattered  throughout  the  American  economy.  There  are  certain 
types  of  industries  in  which  there  is,  of  course,  a  higher  degree  of 
control  than  in  others.  When  we  examine  the  degree  of  control  in 
particular  types  of  industries  by  individual  countries,  we  find  sUght 
differences.  The  British  interest,  for  example,  is'  centered  to  an 
important  degree  in  the  manufacturing  field.  The  Canadian  is 
scattered,  except  perhaps  for  one  special  situation,  namely,  that  of  the 
railroads  rumiing  betw^een  the  eastern  part  of  Canada  to  certain  parts 
of  our  eastern  seaboard,  and  the  other  roads  running  out  of  central 
Canada  into  the  Chicago  area,  roads  that  are  controlled  by  the  two 
Canadian  systems.  Apart  from  that,  the  Canadian  interest  is  repre- 
sented here  more  or  less  by  a  relatively  large  number  of  moderately 
sized  companies. 

Now,  I  haven't  gone  into  any  detail  with  regard  to  these,  with  more 
or  lees  of  the  thought  that  there  may  be  some  questions  on  them. 
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The  Chairman.  I  observe  from  examining  this  table  No.  3,  which 
you  have  presented,  that  with  the  exception  of  the  United  Kingdom, 
Canada  represents  by  far  the  largest  block  of  any  foreign  ownership 
in  the  United  States. 

Dr.  Taylor.  Yes;  that  is  true.  I  should  like  to  suggest,  in  con- 
nection with  your  questions  that  are  based  on  these  tables,  if  I  may, 
I  should  like  to  have  Dr.  Dickens  answer  the  questions  since  he 
directed  the  study  and  is  much  more  familiar  with  the  statistics. 

The  Chairman.  Well,  he.  may  answer  any  question  that  he  may 
desire  to  answer.  To  what  extent  do  these  figures  represent  merely 
ownership  by  individuals  in  a  particular  concern,  and  to  what  ex- 
tent, if  you  know,  do  they  present  ownership  by  organizations  in 
American  corporations? 

Dr.  Dickens.  I  don't  have  the  exact  figures  on  that,  but  I  don't 
believe  that  more  than,  say,  10  percent  of  this  investment  would  be 
represented  by  individual  ownership;  that  the  balance  of  90  percent 
would  be  represented  by  organized  or  institutional  ownership,  such 
as  a  corporation. 

The  Chairman.  Any  other  classification  besides  corporations,  when 
you  speak  of  institutional  ownership? 

Dr.  Dickens.  No.  That  would  be  aU  a  corporation,  an  insurance 
company — they  are  corporations. 

Dr.  Kreps.  Are  there  any  companies  within  foreign  cartel  organi- 
zations that  have  large  investments  in  the  United  States? 

Dr.  Dickens;  I  should  say  that  there  were  very  few  companies 
within  cartel  organizations  that  have  investments  here,  with  the 
exception  of  a  few  of  the  relatively  large  ones. 

Dr.  Kreps.  Do  you  know  which?  Could  you  give  examples  of 
some  large  enterprises  that  are  subsidiaries  of  foreign  units? 

Dr.  Dickens.  I  should  say  that  in  the  rayon  industry,  there  un- 
doubtedly is  some  cartel  relationship.  That  would  be  the  principal 
one.     Possibly  potash  might  come  in  that  same  category. 

Dr.  Kreps.  Does  the  control  of  American  enterprises  by  foreign 
corporations  involve  any  considerable  control  of  production  in  this 
country? 

Dr.  Dickens.  Generally,  no.  There  are  a  few  special  cases,  how- 
ever, where  a  fairly  large  part  of  the  production  is  in  the  hands  of 
foreign-controlled  companies. 

Dr.  Kreps.  Due  to  patents  or  due  to  control  by  a  special  company 
set  up  over  here? 

Dr.  Dickens.  In  some  cases,  I  think  it  might  be  due  to  patent 
control,  at  least  at  one  time  or  other  in  the  history  of  an  industry. 
In  other  cases  it  is  a  matter  of  gradual  development  of  firms  con- 
ducting the  same  type  of  business  that  they  had  abroad. 

Dr.  Kjytips.  Now,  as  I  understand  it,  there  are  a  few  cases  where 
fairly  large  parts  of  the  output  in  this  country  are  produced  by  the 
United  States  subsidiary  of  a  foreign  enterprise,  is  that  correct? 

Dr.  Dickens.  That  is  right. 

Dr.  Kreps.  Could  you  give  examples? 

Dr.  DicKESfs.  Well,  I  have  mentioned  the  rayon  industry.  I 
think  that  would  be  true  of  the  production  of  whisky  in  this  coun- 
try, the  production  of  potash  and  -borax,  and  true  in  a  lesser  degree 
of  the  production  of  dyestuffs.  Most  of  the  other — well,  there 
might  be  some  specialized  patented  products  sucb  as  those,  say,  in 
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the  medicinal  field,  that  are  largely  controlled  by  foreign  companies, 
but  those  would  be  specialized  products.  Taldug  the  general  field  as 
a  whole,  the  production  probably  does  not  run  more  than  1  to  5 
percent  of  the  total  American  production. 

Dr.  Kreps.  You  have  been  making  some  tabulations,  have  you, 
in  various  industries  of  the  extent  to  which  production  in  this  country 
is  controlled  by  foreign  subsidiaries? 

Dr.  DioKENs.  We  tried  to  measure  at  least  aU  of  the  principal 
cases.  It  was  not  possible  at  all  times  to  get  production  figures,  but 
sometimes  we  could  substitute  sales  or  productive  capacity.  In  the 
rayon  industry,  for  example,  we  had  productive  capacity  of  the  plants 
in  the  United  States,  which  showed  about  55  to  60  percent  under 
foreign-controlled  enterprises. 

Dr.  Keeps.  How  many  such  foreign-controUed  enterprises  in  the 
rayon  industry  are  there  in  the  United  States? 

Dr.  Dickens.  There  are  five.  In  the  whisky  industry,  I  think 
the  percentage  of  production  was  about  37  percent.  On  the  other 
hand,  probably  90  percent  of  the  borax  produced  in  this  country  is 
produced  by  foreign-controlled  enterprises,  and  75  percent  of  the 
potash  is  produced  by  such  enterprises. 

It  should  be  noted  here,  however,  that  these  companies  are  not 
wholly  owTied  by  foreign  companies,  but  may  have  American  interests 
associated  with  them,  in  some  cases  in  form  of  fairly  substantial 
holdings.  Dyestuffs  sales  by  foreign-controUed  companies  con- 
stitute 30  percent  of  the  total  sales  of  dyestuffs  in  this  country. 

The  Chairman.  Well,  how  many  of  all  of  these  corporations  thus 
controlled — 1,172 — are  actually  forei^  corporations? 

Dr.  Dickens.  They  are  all  American  corporations,  that  is,  in- 
corporated under  American  law,  but  the  stock  is  held  by  foreign 
corporations. 

The  Chaibman.  Well,  how  many  of  them  are  corporations  organ- 
ized under  American  law,  under  American  control? 

Dr.  Dickens.  Ndne  of  them. 

The  Chairman.  They  were  all,  when  organized  here,  under  foreign 
control? 

Dr.  Dickens.  That  is  right. 

The  Chairman.  What  relation  does  this  total  investment  mentioned 
by  Dr.  Taylor,  namely,  $1,882,603,000,  bear  to  the  total  investment 
of  this  character  in  the  United  States? 

Dr.  Dickens.  This  is  the  total  investment  of  this  character.  The 
total  foreign  investment  in  the  United  States,  as  Dr.  Taylor  said,  was 
somewhere  around  $8,000,000,000 

The  Chairman.  No,  you  misunderstood  my  question.  What 
proportion  of  the  total  investment  in  the  United  States  of  this  char- 
acter, that  is  to  say,  in  this  sort  of  enterprise,  is  foreign-owned? 

Dr.  Dickens.  That  would  involve,  if  I  understand  you  correctly,  a 
knowledge  of  the  total  investment  in  American  corporations. 

The  Chairman.  That  is  right. 

Dr.  Dickens.  That  figure  I  do  not  have.  It  would  be  a  very  small 
percentage,  however,  based  on  production  figures.  It  would  not  run, 
on  the  whole,  probably  more  than  5  or  6  percent. 

The  Chairman.  Well,  this  is  only  a  fraction  of  the  total  investment 
in  the  United  States? 

Dr.  Dickens.  A  very  small  fraction,  not  more  than  5  percent. 
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The  Chairman.  How  significant,  in  other  words,  is  this  figure  which 
Dr.  Taylor  has  given  us? 

Dr.  Dickens.  It  is  significant  chieHy  in  showing  the  foreigner  not 
to  have  any  very  substantial  control  oi  our  American  industry. 

Mr.  O'CoNNELL.  But  they  do  have  very  substantial  control  over 
particular  industries? 

Dr.  Dickens.  Over  individual  groups,  individual  commodities. 

The  Chairman.  In  the  beginning  of  our  industrial  development,  by 
far  the  greatest  proportion  of  capital  investment  was  foreign  capital 
in  the  Imited  States? 

Dr.  Dickens.  That  is  quite  true. 

The  Chairman.  So  that  this  may  represent  the  smallest  percentage 
of  foreign  ownersliip  in  the  history  of  the  United  States? 

Dr.  Dickens.  I  don't  doubt  it  at  all.  I  would  like  to  sa^,  however, 
that  in  the  early  history  of  the  United  States,  there  was  still  consider- 
able concentration  of  foreign  capital  in  particular  industries,  say,  in 
our  railroad  industries  for  example,  and  that  certain  other  branches  of 
the  American  industries  were  not  greatly  affected  by  forei^  capital. 

The  Chairman.  Well,  there  is  much  less  foreign  capital  in  our 
railroads  today  then  there  was  50  years  ago. 

Dr.  Dickens.  Much  less. 

The  Chairman.  Proportionately.  That  is  true,  I  suppose,  of 
almost  every  other  industry,  is  it  not? 

Dr.  Taylor.  Well,  perhaps  not  in  the  same  way  that  it  applies  to 
the  railroad  industry,  but  I  certainly  think  it  is  safe  to  say  that  with 
the  exception  of  these  Canadian-owned  subsidiaries  here  the  foreign 
interest  in  American  railroads  is  confined  entirely  to  the  ownership  of 
small  blocks  of  stocks  in  particular  roads,  but  do  not  in  any  way  repre- 
sent control  of  the  roads,  and  the  same,  I  think,  holds  true  by  and  large 
in  other  types  of  industry,  although  as  has  already  been  indicated,  in 
such  industries  as  rayon  and  perhaps  a  few  others  you  do  have  some 
degree  of  concentrated  foreign  ownership. 

The  Chairman.  By  and  largfe,  it  may  be  said  very  accuratelyiJthat 
the  American  economy  is  now  freer  from  foreign  control  and  owner- 
ship than  at  any  time  in  history. 

Dr.  Taylor.  I  think  that  is  true,  and  of  course  we  need  to  remember 
that  since  the  World  War  the  United  States  has  gone  through  a  period 
of  its  history  in  which  it  was  really  a  lender  rather  than  a  borrower, 
and  that  is  incidentally  one  of  the  reasons  why  during  the  period  of 
the  utilities  development  in  the  United  States  you  did  not  have  the 
foreign  controlling  interest  coming  in  that  you  had  coming  in  during 
the  period  of  railroad  building  when  we  happened  to  be  a  debtor  rather 
than  a  creditor.  I  think  it  is  the  changes  of  the  last  twenty  years 
that  have  definitely  moved  us  away  from  the  foreign  control. 

The  Chairman.  In  other  words,  we  are  moving  in  the  direction  of  a 
much  more  independent  economy  so  far  as  the  world  is  concerned. 

Dr.  Taylor.  I  think  that  is  correct. 

The  Chairman.  And  there  is  no  reason  to  fear,  then,  that  foreign 
controlled  cartels  are  likely  to  dominate  our  economy. 

Dr.  Taylor.  I  think  that  is  correct. 

Mr.  O'Connell.  You  are  using  the  word  "control"  as  not  synony- 
mous, I  take  it,  with  51-percent  ownership. 

Dr.  Taylor.  I  am  not  sure  that  we  have  for  statistical  purposes 
been  able  to  adhere  to  a  very  strict  definition  of  control.    I  think 
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perhaps  it  mi^ht  be  interesting  in  this  connection  if  Mr.  Dickens 
would  briefly  indicate  how  we  have  in  practice  determined  when  a 
company  fell  within  the  scope  of  our  compilation. 

Dr.  Dickens.  In  general,  51  percent  might  be  taken  as  the  rule, 
but  in  cases  where  we  found  that  the  foreign  ownership  was  concen- 
trated in  large  blocks  and  the  American  ownership  was  widely  dis- 
tributed, if  that  foreign  ownership  was  as  low  sometimes  as  30  percent, 
we  would  still  put  the  company  in  the  list  of  foreign  control,  provided 
the  foreign  ownership  was  concentrated  in  blocks  large  enough  to 
indicate  a  very  substantial  voice  in  the  management  of  the  American 
company.  Those  cases  are  a  relatively  small  part  of  the  total  figure 
mentioned  in  here  in  any  case.  Just  how  much  constitutes  control 
can't  be  a  hard  and  fast  rule. 

Mr.  O'CoNNELL.  I  realize  that  is  so  as  a  matter  of  practice.  I 
wanted  to  bri^Qg  out,  if  I  could,  just  what  sort  of  measuring  stick  you 
did  use. 

Dr.  Dickens.  The  rule  has  been  a  flexible  one. 

The  Chairman.  If  there  are  no  other  questions  to  be  addressed  to 
Dr.  Taylor  or  Dr.  Dickens,  the  witnesses  may  stand  aside. 

Representative  Williams.  I  think  it  would  be  very  helpful  if  we 
could  have  a  little  more  elaboration  on  the  question  of  these  foreign 
investments  outside  of  what  is  covered  here.  As  I  understood,  you 
say  that  amounts  to  something  like  $8,000,000,000. 

Dr.  Taylor.  It  would  amount  close  to  that,  I  think.  It  depends  of 
course  somewhat  on  what  methods  are  employed  in  determining  the 
value  of,  let  us  say,  these  many  small,  blocks  of  common  shares  held 
by  foreigners.  In  this  particular  connection  I  don't  believe  that  the 
statistics  on  foreign  holdings  here  that  do  not  represer^t  foreign 
control  would  be  entirely  pertinent.  We  have  made  rather  extensive 
studies  covering  the  whole  field  of  foreign  investment  interests  in  the 
United  States.  Without  having  any  of  the  results  before  me,  I  would 
be  somewhat  hesitant  to  elaborate  at  any  length  upon  them.  I  can 
say  this  by  way  of  throwing  the  approximate  figures  into  relief,  that 
as  I  indicated  a  little  while  ago  in  response  to  Senator  O'Mahoney's 
question,  of  these  total  foreign  holdings  here  of  about  nine  billion,  at 
least  tluree  billion  is  represented  by  deposits  mostly  of  foreign  banks 
with  American  banks. 

Those  represent,  no  doubt,  in  substantial  part,  although  not  entirely 
so,  the  flight  of  foreign  capital  to  the  United  States  in  recent  years 
that  has  come  here  for  safety.  The  accumulation  of  foreign-owned 
stocks  in  American  corporations  in  small  blocks  purely  for  investment 
purposes  is  one  that  dates  back  many  years.  During  the  World  War 
a  substantial  amount  of  the  foreign  holdings  had  been  liquidated. 
Possibly  two  billion,  if  I  may  guess  at  a  figure — perhaps  Mr.  Dickens 
can  correct  me  —was  left  here  and  then  was  gradually  built  upon,  par- 
ticularly in  the  last  7  or  8  years,  when  due  to  uncertainties  abroad 
capital  moved  out  of  investment  in  foreign  countries  and  moved  to  the 
United  States,  especially  in  1935  and  1936,  presumably  to  take  advan- 
tage of  what  was  then  a  definite  upward  movement  in  business  in  this 
country.  In  addition  to  that  there  is  a  foreign  ownership  of  American 
bonds  which  possibly  runs  $700,000,000 — I  am  merely  giving  my  best 
guesses  at  the  moment — and  there  are  holdings  of  preferred  shares 
which  would  run  perhaps  another  three,  four,  perhaps  five  hundred 
million  dollars,   and   then  miscellaneous  investments,   that  is  mis- 
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cellaneous  in  the  sense  that  we  are  unable  to  catalog  them  very  satis- 
factorily, not  the  least  important  item  of  which  is  represented  at  least 
for  our  purpose  by  holdings  in  trust  funds  where  the  beneficiaries  live 
abroad.  That  item  alone  might  conceivably  run  to  $450,000,000  or 
$500,000,000.  Our  estunate  as  of  the  end  of  1938,  which  we  have 
published  in  an  official  report,  shows  these  figures  as  follows.  I  find 
that  a  few  of  them  are  sUghtly  less  than  those  I  gave  you  a  moment 
ago,  partly  because  of  changes  that  took  place  during  the  year. 

The  direct  investments  here  are  shown  at  the  end  of  1938  as 
$1,685,000,000.  The  common  stocks  on  a  market  value  basis,  that 
is  those  that  do  not  represent  control  but  are  simply  held  in  small 
amounts  by  foreigners 

Repxresentative  Williams  (interposing).  Just  a  moment.  In  order 
that  I  may  understand  you,  what  do  you  mean  by  direct  investments? 

Dr.  Taylor.  That  is  these  controlling  investments.  We  make  the 
distinction  between  these  and  common  stocks  owned  in  small  blocks. 
A  British  investor  might  conceivably  own  50  shares  of  General  Motors 
and  another  foreign  investor  another  block  of  a  given  stock;  all  those 
in  the  aggregate,  not  representing  control  in  any  industry  here,  total 
on  a  market  value  basis  at  the  end  of  1938  about  $2,250,000,000.  The 
preferred  stocks  on  a  par  value  basis  I  find  here  are  somewhat  less 
than  the  figure  I  suggested.  I  think  I  suggested  four  or  five  hundred 
miUion.  As  a  matter  of  fact,  that  was  fairly  close  as  a  range  estimate. 
It  is  $425,000,000.  The  bonds  we  showed  on  a  par  value  basis  at 
the  end  of  1938  at  $580,000,000,  and  then  miscellaneous  investments, 
including  these  trust  funds  I  referred  to  a  moment  ago  were  shown  at 
$750,000,000.  That  total  is  $5,690,000,000.  If  you  add  to  that  these 
foreign  owned  bank  balances  and  the  small  amount  of  brokerage 
balances,  you  have  a  figure  that  runs,  as  I  said  a  little  whUe  ago, 
close  to  $9,000,000,000. 

That  is  the  composition  of  the  total.  Now  our  testimony  before 
the  committee  is  centered  on  that  first  group,  the  so-called  direct 
investments  representing  foreign  control  in  American  companies. 

Mr.  O'Connell.  What  about  gold?  Is  there  gold  in  substantial 
quantity  held  here  for  the  account  of  foreign  governments? 

Dr.  Taylor.  Well,  the  actual  amount  held  is  a  public  figure.  We 
reported  it  recently  in  a  release  on  gold  exports  and  imports.  I  don't 
recall  the  exact  figure.  I  think  at  the  end  of  1939  the  amoimt  of 
gold  held  here  under  earmark  for  foreign  account  was  just  slightly 
less  than  one  biUion.     It  was  fairly  close  to  $1,000,000,000. 

The  Chairman.  Any  other  questions?  If  not,  we  are  very  much 
indebted  to  you,  Dr.  Taylor,  and  Dr.  Dickens.  Will  you  call  the 
next  witness,  please? 

Dr.  Kreps.  Dr.  Clair  Wilcox. 

The  Chairman.  Dr.  Wilcox,  do  you  solemnly  swear  that  the 
testimony  you  are  about  to  give  in  this  proceeding  shall  be  the  truth, 
the  whole  truth,  and  nothing  but  the  truth,  so  help  vou  God? 

Dr.  Wilcox.  I  do. 

TESTIMONY    OF   DR.    CLAIR    WILCOX,    SWARTHMORE    COLLEGE, 

SWARTHMORE,  PA. 

Dr.  Kreps.  Dr.  Wilcox,  for  the  purpose  of  the  record,  will  you  state 
your  full  name,  please,  and  address? 

Dr.  Wilcox.  Clair  Wilcox,  Swarthmore,  Pa. 
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Dr.  Kreps.  How  long  have  you  been  at- Swarthmore? 

Dr.  Wilcox.  I  have  been  professor  of  economics  at  Swarthmore 
College  since  1927. 

Dr.  Kreps.  I  believe  you  have  held  positions  in  various  govern- 
mental bodies?  It  seems  to  me  I  remembef  that  you  had  a  position 
with  the  Wfekersham  Commission ;  is  that  correct? 

Dr.  Wilcox,  I  was  director  of  research  for  the  National  Com- 
mission on  Law  Observance  and  Enforcement;  I  served  with  the 
N.  R.  A.  as  a  special  advisor  to  the  Consumers  Advisory  Board;  as  a 
member  of  the  General  Code  Authority;  as  a  member  of  the  Advisory 
Council;  and  after  the  Schechter  decision  as  Director  of  the  Code 
Research  Studies  in  the  Division  of  Review.  I  served  with  the  Social 
Security  Board  in  1936  as  a  consulting  economist. 

Dr.  Kreps.  You  have  heard  the  testimony  on  cartels.  What  do 
you  understand  by  cartel-like  arrangements? 

Dr.  Wilcox.  Well,  I  should  follow  the — in  a  broad  sense — definition 
that  was  introduced  earlier  in  the  hearings  in  the  League  of  Nations 
committee  report.  Cartels  are  defined  as  associations  of  independent 
undertakings  in  the  same  or  similar  branches  of  industry  established 
with  a  view  to  improving  conditions  of  production  and  sale.  Dr. 
von  Beckerath,  who  was  quoted  in  the  earlier  hearings,  defines  a  cartel 
as  a  voluntary  agreement  of  capitalistic  enterprises  of  the  same  branch 
for  a  regulation  of  the  sales  market,  with  the  view  to  improving  the 
profitableness  of  its  members. 

Dr.  Keeps.  Now  we  have  just  had  testimony  indicating  that  the 
existence  of  cartels  in  this  country  can  be  but  little  stimulated  by 
involvement,  direct  or  indirect,  in  foreign  cartel  organizations.  Have 
there  been  purely  domestic  cartel-like  developments  in  the  United 
States? 

Dr.  Wilcox.  In  the  United  States  we  have  not  called  these  arrange- 
ments cartels,  but  there  have  been  and  are  in  this  country  arrange- 
ments that  are  cartel-like  in  nature,  and  to  which  the  word  cartel 
might  well  be  applied. 

Dr.  Keeps.  How  far  back  do  they  go? 

Dr.  Wilcox.  Well  in  the  nineteenth  century  there  were  a  number 
of  pooling  arrangements,  formal  agreements  fixing  uniform  prices, 
limiting  output,  and  sharing  inarkets  by  allocating  sales  quotas  or 
assigning  separate  territories  to  the  participants,  enforced  with  pro- 
visions penalizing  violations,  or  provisions  for  the  sharing  of  profits. 
These  were  used  in  the  sale  of  coal,  cordage,  cotton  thread  and  yam, 
glass  bottles,  gunpowder,  iron  and  steel,  meat,  nails,  naval  stores, 
petroleum  products,  salt,  sugar,  tobacco,  whisky,  and  other  goods. 
In  general  the  so-caUed  pool  was  abandoned  after  the  decision  of  the 
Supreme  court  in  the  Addy stone  Pipe  case  in  1899. 

Dr.  Kreps.  Was  there  a  survival  of  such  cartel-like  arrangements 
after  this  Supreme  Court  case? 

TRADE   ASSOCIATIONS    AS    CAETELS 

Dr.  Wilcox.  The  most  significant  development  in  the  twentieth 
century  in  this  connection  appears  to  be  the  growth  of  the  trade 
association.  There  are  in  the  United  States  now  some  2,000  national 
trade  associations,  or  were  at  the  end  of  1938. 

Trade  associations  are  Associations  of  sellers  of  the  same  product 
for  common  action.     They  may  be. incorporated  or  unincorporated. 
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They  do  not.  themselves  produce  or  sell  goods  or  make  profits. 
They  exist  to  serve  their  members.  Members  are  free  to  enter  or 
leave  the  association.  They  arc  administered  by  governing  boards 
elected  by  their  members,  the  detailed  administration  being  in  the 
hands  of  a  paid  secretary  and  staff.  They  are  financed  by  dues  paid  in 
proportion  to  output,  sales,  capital,  pay  roll,  or  some  such  standard. 
The  association  cannot  compel  the  collection  of  dues.  The  member- 
ship and  contribution  are  voluntary.  The  strength  of  trade  associa- 
tions in  various  industries  will  depend  upon  the  character  of  the 
industry,  the  number  of  firms  in  the  industry,  their  relative  size  and 
whether  one  or  a  few  of  them  are  dominant. 

Trade  associations  developed  in  the  United  States  during  the  latter 
part  of  the  nineteenth  century.  At  that  time  they  were  either  purely 
social  arrangements  or  clandestine  agreements.  Their  growth  was 
greatly  stimulated  after  1912  by  the  enimciation  of  the  rule  of  reason 
in  the  Standard  OH  case,  and  by  the  publication  of  a  book  called  The 
New  Competition,  by  A.  J.  Eddy,  proposing  the  development  of  a 
price  reporting  plan.  They  have  had  their  greatest  growth  durmg 
the  period  of  the  first  World  War  and  during  the  hfe  of  the  N.  R.  A. 

The  cooperative  activities  carried  on  by  trade  associations  have 
included  such  things  as  simplification  and  standardization,  cooperative 
industrial  research,  the  interchange  of  patent  rights,  joint  advertising, 
joint  purchasing,  mutual  insurance,  traflSo  information,  credit  and 
collection  activities,  joint  representation  before  Govermnent  legis- 
lative or  administrative  bodies,  common  labor  relations  activities, 
commercial  arbitration,  and  so  on.  This  activity  in  general  does  not 
threaten  independence  of  action  of  the  individual  members  of  the 
industry  as  to  policy  with  reference  to  production  or  price. 

It  was  said,  however,  in  1776  by  Adam  Smith  that — 

people  of  the  same  trade  seldom  meet  together  even  for  merriment  and  diversion, 
but  the  conversation  ends  in  a  conspiracy  against  the  public,  or  in  some  contrivance 
to  raise  prices. 

That  is  from  The  Wealth  of  Nations. 

Arthur  Bums  in  his  book  on  the  Decline  of  Competition  says  that 
the  collection  and  dissemination  of  information  likely  to  affect  the 
production  and  price  policy  of  members  have  been  the  core  of  trade 
association  activities.  The  most  important  types  of  activities  are 
the  cost-accounting  activities,  the  statistic9,l  activities  and  the  open- 
price  reporting  activities. 

Trade  associations  have  characteristically  provided  for  the  stand- 
ardization of  forms  for  the  calculation  of  costs.  According  to  Pro- 
fessor Burns  the  establishment  of  uniform  systems  is  expected  to 
eliminate  price-cutting  arising  out  of  the  ignorance  of  sellers.  More 
generally  cost  accounts  are  a  means  of  suggesting  a  minimum  price, 
it  being  assumed  that  prices  should  never  fall  below  costs  of  produc- 
tion. 

Dr.  Kreps.  Are  you  suggesting  that  some  of  these  activities  may 
result  in  the  equivalent  of  what  we  would  call  a  price  cartel? 

Dr.  Wilcox.  That  is  the  suggestion  that  I  should  like  to  develop. 
Trade  associations  go  on  to  standardization  of  methods  of  calculating 
costs,  establishing  the  prices  at  which  raw  materials  are  to  be  included, 
or  the  treatment  of  overhead.  The  next  step  is  the  standardization 
of  the  amount  of  profit  included  in  costs.  As  Bums  says,  the  resulting 
figure  then  becomes  a  desired  selling  price.     They  may  go  on  from 
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there  to  the  pubhcation  of  an  average  cost  for  the  whole  industry. 
According  to  Bums  the  average  cost  has  served  as  a  cost  which  should 
be  adopted  by  members  in  place  of  their  own  separate  calculations, 
and  is  used  as  the  basis  of  calculating  a  selling  price  by  the  addition 
of  the  desired  rate  of  profit. 

This  leads  to  the  inclusion  of  a  profit  element  in  average  costs. 
Bums  says: 

There  still  remains  a  possibility  of  differences  in  selling  price,  owing  to  differ- 
ences in  the  amount  of  profit  added  to  cost,  and  some  associations  have  taken  the. 
final  step  and  included  an  allowance  for  profit  in  the  so-called  average  costs. 
Average  costs  then  become  merely  a  suggested  selling  price,  uniform  for  all  and 
provide  a  means  by  which  to  define  and  detect  price-cutting  and  a  stimulus  to 
attempts  to  eliminate  it. 

There  may  finally  be  pressure  on  individual  sellers  to  force  them  to 
adhere  to  the  recommended  common  cost  figures,  either  by  recom- 
mendations in  trade-association  publications,  by  resolutions  passed 
at  trade-association  meetings,  or  by  persuasion  applied  by  trade-asso- 
ciation oflScials. 

The  statistical  activities  involve  publishing  statistics  of  the  volume 
of  production  which  may  show  output  as  a  ratio  of  capacity  and 
compare  it  with  a  normal  ratio,  or  may  compare  output  with  orders 
or  shipments,  or  may  compare  output  with  that  in  a  normal  period 
in  the  past.  The  consequent  ordering  of  production  amounts,  accord- 
ing to  Burns,  to  adapting  production  to  demand  and  avoiding  the 
accumulation  of  unsold  stocks.  It  is  implied  that  when  demand  de- 
clines there  is  only  one  proper  response,  viz.,  an  equal  reduction  of 
output.  Associations  may  go  on  to  compare  changes  in  the  volume 
of  one  member's  output  with  changes  in  the  volume  of  another,  and 
q  noting  Biuns  again : 

These  calculations  are  aimed  at  deterring  the  firm  whose  sales  have  been  falling 
from  attempting  to  increase  its  sales  by  increased  sales  efforts  or  price-cutting  at 
a  time  when  the  sales  of  all  firms  are  falling.  Such  ah  interpretation  of  the  sta- 
tistics must  tend  to  fix  the  distribution  of  business  between  firms.  Insofar  as 
price-cutting  is  deterred  when  business  falls  off  there  is  also  a  tendency  to  maintain 
unchanged  prices. 

Sometimes  statistics  of  inventories  are  published.  Bums  says  these 
statistics  are  likely  to  be  used  as  a  guide  to  production  policy,  pro- 
duction being  diminished  when  stocks  are  accumulating  and  increased 
when  stocks  are  falling.  The  existing  price  of  the  product  tends  to  be 
maintained  and  production  adjusted  to  changes  in  demand  at  the  un- 
changing price.     Statistics  of  unfilled  orders  may  be  published. 

The  response  to  a  decline  in  the  total  of  unfilled  orders  may  be  a 
reduction  of  output  for  the  purpose  of  maintaining  prices.  Statistics 
of  productive  capacity  may  be  published  arid  the  presence  of  a  large 
quantity  of  unused  capacity  may  deter  existing  firms  from  expanding 
their  equipment  and  new  enterprises  from  entering  the  field,  even 
though  it  might  be  possible  to  put  the  equipment  to  work  at  a  lower 
price. 

The  third  major  type  of  activity  of  the  associations  is  the  open  price 
reporting  activities.  It  is  argued  that  open  price  reporting  may 
operate  to  increase  competition  in  a  trade  and  indeed  it  may,  under 
certain  circumstances:  If  information  is  made  available  to  buyers 
so  that  one  buyer  discovers  that  two  sellers  are  selling  at  different 
prices  and  he  can  hunt  up  the  seller  who  is  selling  at  the  lower  price. 
If  pressure  cannot  be  put  on  a  firm  reporting  a  low  price  in  order  to 
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get  the  firm  to  raise  its  price,  because  firms  are  not  identified  or  the 
reporting  agency  is  a  confidential  agency,  impartial  as  among  sellers, 
or  where  there  are  many  sellers  in  the  industry  and  no  one  dominates 
the  industry,  and  finally  if  sellers  report  prices  for  a  past  period  and 
not  for  the  future  and  are  free  to  change  them  when  they  wish. 

Under  these  circumstances  I  say  it  is  possible  that  open  price  re- 
porting may  operate  to  increase  competition  in  a  trade.  On  the 
other  hand,  it  may  operate  under  other  circumstances 

The  Vice  Chairman  (interposing).  I  didn't  catch  that  last.  Open 
price  what? 

Dr.  Wilcox.  An  open  price  reporting  system  may  operate  to  make 
a  trade  more  competitive. 

The  Vice  Chairman.  You  mean  if  each  seller  reports  his  price,  or 
if  some  agency  reports  the  average  price,  or  the  prices  in  detail? 

Dr.  Wilcox.  Each  seller  reports  his  prices  to  the  agency;  the 
agency  reports  the  prices  offered  by  sellers  without  identifying  the 
sellers,  reports  the  range  of  prices  offered  by  all  sellers. 

The  Vice  Chairman.  That  may  result  in  what? 

Dr.  Wilcox,  That  may  result  in  a  more  competitive  situation  in 
the  industry  than  would  exist  in  the  absence  of  such  a  price  reporting 
system — if  that  information  were  not  otherwise  available. 

The  Vice  Chairman.  You  mean  if  a  person  found  that  a  given 
article  was  selling  from  a  dollar  and  a  half  to  two  and  a  half,  that  it 
might  stimulate  business? 

Dr.  Wilcox.  He  might  hunt  for  the  man  who  was  selling  it  at  a 
dollar  and  a  half,  and  if  other  people  who  were  selling  at  more  than  a 
dollar  and  a  half  discover  that  they  were  not  getting  the  business, 
they  might  lower  their  prices  in  order  to  get  the  business. 

The  Vice  Chairman.  Why  does  that  obtain  in  practice?  Where 
is  that  stimulus  ever  to  be  observed  ? 

Mr.  Henderson.  Isn't  the  stock  market  about  the  best  example  o^ 
it?  That  is  where  a  number  of  bids  are  posted  and  there  is  a  constant 
changing  of  the  bid  to  make  a  price.  Isn't  that  the  best  example  of 
a  real  market  where  prices  that  sellers  will  take  are  posted? 

Dr.  Wilcox,  Or  where  bids  for  commodities  are  posted. 

The  Vice  Chairman.  You  think  that  is  an  illustration  of  what  you 
are  talking  about,  a  fellow  goes  in  and  bids  on  a  fluctuating  or  active 
market  and  he  buys  at  a  lower  price  and  he  thinks  he  can  sell  the 
stuff  again? 

Dr.  Wilcox.  The  man  wiU  buy  in  th  stock  market  at  the  lowest 
price  at  which  anybody  will  sell. 

The  Vice  Chairman.  That  is  a  thing  you  wouldn't  have  to  support 
by  argument,  isn't  it? 

Dr.  Wilcox.  And  that  is  what  he  will  do  under  an  open  price  re- 
porting system,  also. 

The  Chairman.  We  are  discussing  trade  associations. 

The  Vice  Chairman.  Anybody  does  that;  nothing  you  have  dis- 
covered is  remarkable  about  that,  is  there?  People  usually  buy 
where  they  can  get  it  the  cheapest? 

Dr.  Wilcox.  That  is  right. 

The  Chairman.  The  witness  isn't  really  discussing  that;  he  is 
discussing  the  operations  of  trade  associations,  as  I  understand  it. 

Dr.  Wilcox.  Yes,  sir. 
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The  Chairman.  And  one  of  the  manifestations  or  activities  carried 
on  by  trade  associations  is  this  open  price  reporting? 

Dr.  Wilcox.  Yes,  sir. 

The  Chairman.  Now  can  you  give  us  an  illustration  of  that  and 
how  it  operates  to  stimulate  competition? 

Dr.  Wilcox.  What  I  was  saying-  was  that  it  is  argued  that  it  might 
operate  to  stimulate  competition  under  certain  circumstances. 

The  Chairman.  Then  do  you  say,  pardon  me  Congressman,  that 
it  does  so  react,  in  your  opinion,  from  your  studies? 

Dr.  Wilcox.  It  might  conceivably.  I  should  be  at  a  loss  to  give 
you  specific  illustrations  of  open  price  reporting  systems  that  have  in 
fact  done  so. 

The  Vice  Chairman.  Let  me  ask  you  this  question.  In  practice, 
do  people  belong  to  and  sustain  trade  organizations  which  publish 
prices  cheaper  than  they  are  able  to  meet,  speaking  generally,  lower 
than  they  are  able  to  meet? 

Dr.  Wilcox.  Well,  I  suppose  if  the  prices  in  an  industry  are  lower 
than  a  firm  is  able  to  meet,  it  has  to  drop  out  of  business,  and  there- 
upon it  does  not  sustain  the  trade  association. 

The  Vice  Chairman,  What  I  am  trying  to  get  at  is  the  practice, 
do  these  trade  associations  by  reason  of  the  prices  which  they  publish 
tend  to  stimulate  competition? 

Dr.  Wilcox.  As  a  generalization  I  should  say  no. 

Mr,  Henderson.  I  think,  in  looking  ahead  at  your  outline,  when 
we  get  into  the  other  provisions  that  are  introduced  in  the  open 
price  associations  it  will  be  evident  that  the  trade  associations'  main 
interest  in  open  price  is  not  competition. 

Representative  Williams.  Let  me  see  that  I  understand.  I 
understood  you  to  start  out  v/ith  the  premise  that  the  argument  is 
made  that  open  price  reporting  stimulates  competition,  and  you  pro- 
pose to  show  that  perhaps  that  wasn't  the  situation? 

Dr.  Wilcox.  That  is  right. 

Representative  Williams.  That  is  what  I  thought  you  started  into 
show. 

The  Vice  Chairman.  I  was  just  asking  about  this. 

Dr.  Wilcox.  Under  other  circumstances  the  operation  of  an  open 
price  reporting  system  may  tend  to  reduce  competition  in  an  industry. 
This  would  be  the  case  where  the  information  was  available  only  to 
sellers  and  not  to  buyers,  where  the  jBrm  reporting  the  low  price  was 
identified  in  the  reports  by  name  or  by  symbol,  or  revealed  to  com- 
petitors in  the  field  by  the  reporting  agency,  so  that  it  might  thereupon 
be  possible  for  one  seller  to  exert  pressure  on  another  to  raise  his 
price,  or  where  the  price  reporting  was  combined  with  an  average 
cost  guide  to  price  policy  and  the  trade  association  officials  should 
apply  pressure  to  prevent  the  filing  of  prices  below  the  price  that 
covered  the  standard  cost  formula. 

The  Vice  Chairman.  How  often  do  you  find  that  these  trade 
associations  bring  pressure  on  somebody  to  lower  their  prices? 

Dr.  Wilcox.  I  doubt  if  in  a  majority  of  cases  they  do  bring  pressure 
on  people  to  lower  their  prices. 

The  Vice  Chairman.  Would  you  say  almost  a  majority  that  they 
do? 

Dr.  Wilcox.  I  am  not  sure  that  I  understand  your  question. 
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The  Vice  Chairman.  You  say  you  doubt  that  in  a  majority.  You 
see  that  could  be  45  percent,  I  believe,  even  more,  maybe  49  percent. 
You  think  probably  that  approximates  the  percentage  of  cases  in 
which  they  bring  pressure  to  bear  on  their  members  to  lower  their 


prices? 

Dr.  Wilcox.  I  should  say  if  pressure  is  applied  it  is  more  likely  to 
be  in  the  other  direction. 

Mr.  Henderson.  Let  me  ask  a  question.  Now,  there  is  a  standard 
volume,  as  you  know,  on  open  price  associations,  and  then  there  is 
Bums'  book  on  the  decline  of  competition;  and  then  there  was  the 
N.  R.  A.  experience.  I  tEonk  you  are  "familiar  with  all  of  them.  Is 
there  a  single  case  recorded  in  any  of  the  literature  on  open  price  trade 
associations  where  the  pressure  was  brought  to  reduce  prices? 

Dr.  Wilcox.  Not  to  my  knowledge. 

Mr.  Henderson.  Not  to  mine,  either. 

The  Vice  Chairman.  Then  the  chances  are  probably  it  wouldn't 
even  be  49  percent? 

Dr.  Wilcox.  I  think  that  is  a  safe  statement.  Or  finally,  if  seUers 
are  bound  to  adhere  to  the  prices  which  they  report  until  they  file  a 
new  price,  again  the  effect  of  the  system  would  be  toward  lessening, 
rather  than  increasing  competition.  There  is  nothing  in  the  set-up 
that  gives  any  assurance  that  statistical  reports  on  costs,  production, 
inventories,  orders,  capacity,  or  prices  will  not  be  manipulated  in  order 
to  raise  or  maintain  prices. 

These  associations  engage  also  in  standardization  of  terms  of  sale. 
This  operates  to  prevent  indirect  reductions  in  price.  This  involves 
common  terms  of  credit,  common  cash  discounts,  common  customer 
classifications,  common  trade  discounts,  common  quantity  discounts, 
common  poUcy  on  trade-in  values  and  refunds,  the  discouragement  of 
long-term  contracts,  allowances,  guaranties  and  so  forth. 

Bums'  conclusion  on  trade  association  activities  is  this: 

The  outstanding  characteristic  of  trade  association  policies  has  been  their 
attempt  to  restrict  price  cutting.  Prices  tend  to  be  maintained  upon  a  level  that 
will  keep  even  the  highest  cost  firms  in  existence  and  give  to  others  abnormally 
high  returns.  This  policy  tends  to  retard  adjustments  of  the  allocation  of  invest- 
ment. Furthermore,  the  pressure  existing  under  competition  to  raise  the  effi- 
ciency of  all  firms  to  the  level  attained  by  the  most  eflBcient  is  eliminated.  The 
transmission  of  the  benefits  of  reductions  in  costs  to  purchasers  is  retarded. 

The  trade  association,  he  says,  is — 

aimed  in  general  at  securing  profits  for  all  their  members  by  maintaining  prices 
and  restricting  output  rather  than  by  pressure  to  reduce  the  number  of  firms  or 
increase  the  internal  efficiency  of  producers. 

A  line  has  been  drawn  by  the  courts  between  legal  and  illegal 
activities  of  trade  associations  in  the  Maple  Flooring  case  and  the 
Cement  Manufacturers  Protective  Association  case,  and  naore  recently  in 
the  Sugar  Institute  case.  Roughly,  the  courts  have  maintained  that 
price  reporting  activities  are  legal  if  they  are  confined  to  past  trans- 
actions, if  the  sellers  are  not  identified,  if  the  sellers  are  not.  compelled 
to  adhere  to  the  prices  that  they  file,  and  if  no  agreement  or  under- 
standing as  to  future  price  or  production  policy  obtains. 

It  seems,  however,  to  be  a  difficult  matter  to  draw  a  clear  line  be- 
tween cooperative  activities  enabling  members  of  an  industry  better 
to  adjust  themselves  to  changing  economic  conditions  and  better  tQ 
serve  the  public  while  preserving  their  essential  independence  on  the 
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one  hand,  and  concentration  in  the  hands  of  a  trade  association  or  its 
leaders  of  power  to  control  the  production  or  price  policies  of  all  of 
the  members  of  an  industry. 

To  what  extent  are  American  trade  associations  functioning  as 
effective  cartels?  I  don't  know  that  anybody  can  answer  that  ques- 
tion. There  are  2,000  national  trade  association  ojQEices  in  the  United 
States.  In  each  of  them  a  paid  secretary  with  a  paid  staff  is  working, 
I  suppose  5K  days  a  week,  52  weeks  a  year,  to  promote  those  activities 
which  the  trade  conceives  to  be  in  its  common  interest.  There  are 
occasional  Trade  Commission  investigations  and  sporadic  antitrust 
prosecutions,  but  these  probably  can  no  more  than  scratch  the  sur- 
face of  the  situation.  It  would  seem  to  me  that  the  only  way  to 
obtain  complete  assurance  that  the  merriment,  diversion,  and  con- 
versation of  which  Adam  Smith  speaks  do  not  lead  to  the  conspiracies 
or  contrivances  to  raise  prices,  which  he  fears,  would  be  to  place  an 
agent  of  the  Federal  Government  in  every  trade  association  office  to 
read  all  correspondence,  memoranda  and  reports,  attend  aU  meetings, 
listen  to  aU  conversatioils,  and  participate  in  all  the  merriment  and 
diversion,  and  issue  periodic  reports  thereon  to  the  Trade  Commission 
or  the  Department  of  Justice  or  to  some  other  agency  of  the  Govern- 
ment. 

The  Vice  Chairman.  Do  you  say  that  would  be  the  remedy? 

Dr.  Wilcox.  I  am  not  proposing  that 

The  Vice  Chairman,  (interposing)  I  didn't  get  your  language 
exactly.  I  thought  you  said  the  only  way  to  avoid  this  thing  com- 
plained about  is  to  do  this  thing. 

Dr.  Wilcox.  I  said  the  only  way  to  find  out  whether  in  fact  the 
activities  are  of  the  one  character  or  the  other  would  be  some  such 
device  as  this. 

The  Vice  Chairman.  Who  would  watch  him? 

Dr.  Wilcox.  I  assume  that  it  would  be  necessary  also  to  have 
inspectors  to  inspect  the  inspectors. 

I  should  like  to  have  presented  now  a  list  of  industries  involved  in 
cases  brought  before  the  Federal  Trade  Commission  or  before  the 
courts,  or  both,  during  the  last  10  years,  in  which  members  of  an 
industry  have  employed  a  common  agency,  usually  a  trade  association, 
to  deprive  individual  sellers  of  their  freedom  to  determine  their  own 
output  or  the  prices  at  which  thev  might  sell,  or  to  exclude  other 
sellers  from  the  industry. 

Dr.  Kreps.  Would  you  like  to  submit  this  list  as  an  exhibit.  Dr. 
Wilcox? 

Dr.  Wilcox.  Yes. 

Dr.  Kreps.  This  list  of  industries  involved  in  cases  brought  before 
the  Federal  Trade  Commission  and/or  the  courts  over  the  last  10 
years  in  which  the  members  of  an  industry  employed  a  trade  associa- 
tion or  other  common  agency  to  deprive  individual  sellers  of  their 
freedom  to  determine  their  own  output  and/or  the  prices  at  which 
they  may  sell,  or  to  exclude  other  sellers  from  the  trade,  is  submitted. 

The  Chairman.  The  exhibit  may  be  received- 

(The  list  referred  to  waL  marked  "Exhibit  No  2173"  ana  is  included 
in  the  appendix  on  p.  13560.) 

Dr.  Wilcox.  The  references  in  the  exhibit  where  the  material  has 
previously  been  introduced  into  the  hearings  are  to  \part  5 -A  of  the 
hearii^s  before  this  coinmittee;  the  pages  are  indicated. 
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,  In  the  case  of  the  antitrust  cases,  the  references  are  to  cases  as 
numbered  by  the  Department  of  Justice  in  the  publication  called 
The  Federal  Antitrust  Laws. 

The  Chairman.  Do  you  know  how  many  of  these  cases  listfed  in 
the  exhibit  which  has  just  been  offered  were  initiated  by  those  who 
were  engaged  in  the  industry  rather  than  by  some  agency  of  Govern- 
ment? 

Dr.  Wilcox.  I  can't  answer  that.     I  don't'  know. 

In  the  case  of  the  Trade  Commission  cases  that  have  not  been  intro- 
duced into  evidence  before  this  committee,  the  docket  number  is  given. 
It  is  indicated  in  connection  with  certain  cases  that  they  are  still  open, 
namely,  there  is  a  complaint  before  the  Commission  or  an  indictment 
has  been  returned  by  a  grand  jury.  It  will  be  noted  that  these  arrange- 
ments have  obtained  in  some  65  industries,  including  asphalt  shingle 
and  roofing,  automobile  parts  and  accessories  jobbers,  building  ma- 
terials suppliers,  blue  print  paper,  bolts,  nuts  and  rivets,  brushes,  but- 
ter tubs,  buttons  and  buckles,  candy  distributors,  card  clothing,  cast 
iron  soil  pipe,  chalk  and  wax  crayons,  water  colors,  and  so  forth,  cellu- 
lose sheeting,  cement,  cleaners  and  dyers,  compressed  air  machinery 
and  pneumatic  tools,  com  products,  com  cribs  and  silos,  corrugated 
and  solid  fiber-board  shipping  containers,  cotton  yams,  dresses,  elec- 
trical contractors,  electrical  equipment  distributors,  fire  hose,  fire- 
works, fish  wholesalers,  furniture  retailers,  furs,  glass  distributors, 
glazing  contractors,  golf  balls,  grocery  wholesalers,  hot  air  furnaces, 
industrial  rivets,  Kraft  paper,  ladies'  imitation-leather  handbags, 
laundries,  linen  coats,  towels  and  aprons,  lumber,  machine  tools, 
metal  windows,  millinery,  Norwegian  sardines,  oil,  paper,  pulp  and 
wooden  d'shes,  photo-engraving,  poultry,  power  cable  and  wire, 
produce  distributors,  retail  credit  reporting  service,  rubber  heel  dis- 
tributors, rice,  sand  and  gravel  contractors,  sea  food,  sheet  metai  con- 
tractors, sponges,  sugar,  surgical  instruments  and  supplies,  textile 
refinishing,  tile  contractors,  trucking,  uniform  caps,  water  gate  valves, 
hydrants  and  fittings,  wooden  containers,  woolen  goods  and  zinc  and 
copper  plates — from  A  to  Z,  omitting  only  a  few  letters  of  the  alohabet. 

The  Chairman.  How  was  this  list  prepared? 

Dr.  Wilcox.  I  prepared  the  list  from  cases  before  the  courts  or 
the  Trade  Commission. 

The  Chairman.  Is  it  an  exhaustive  list? 

Dr.  Wilcox.  It  was  every  case  that  I  could  get.  There  are  some 
cases  before  the  Federal  Trade  Commission,  I  believe,  that  they  have 
not  yet  published,  so  the  list  is  not  entirely  complete. 

The  Chairman.  Well,  so  far  as  the  published  records  of  the  Federal 
Trade  Commission  are  concerned,  this  represents  every  case  that  you 
could  find? 

Dr.  Wilcox.  That  is  right. 

The  Chairman.  In  the  records  covering  these  particular  types  of 
activity. 

Dr.  Wilcox.  Duripg  the  10-year  period. 

The  Chairman.  And  how  did  you  conduct  your  search  with  respect 
to  court  cases? 

Dr.  Wilcox.  I  approached  it  through  the  cases  as  recorded  by  the 
Department  of  Justice  in  its  Ust  of  numbered  cases,  relative  to  the 
Federal  aatitrust  laws. 
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The  Chairman.  So  that  so  far  as  your  own  diligence  and  accuracy 
could  make  it,  this  is  an  exhaustive  list  of  published  cases? 

Dr.  Wilcox.  Covering  that  period. 

The  Chairman.  That's  right. 

Mr.  Pike.  May  I  ask,  if  these  fellows  all  turned  out  to  be  guilty? 

Dr.  Wilcox.  Where  there  was  an  acquittal  or  where  the  Federal 
Trade  Commission  dismissed  a  complaint,  I  did  not  include  the  case. 

Mr.  Pike.  In  other  words,  these  were  presumably  proven? 

Dr.  Wilcox.  Except  where  indicated  that  it  is  an  indictment  or  a 
complaint  and  the  case  is  still  open. 

Mr.  Henderson.  Well,  Dr.  Wilcox,  the  question  just  put  had  to 
do  with  whether  or  not  there  was  a  legal  violation.  Would  it  not  be 
possible  that  in  a  case  where  no  conviction  or  no  declaration  of  guilt 
was  obtained,  the  economist  would  see  many  interferences  with  com- 
petition in  the  admitted  practices  that  came  forth  in  the  case? 

Dr.  Wilcox.  Yes. 

Mr.  Henderson.  In  other  words,  if  you  are  looking  at  the  restraints 
on  competition,  the  economist  is  likely  to  see  a  much  broader  range 
than  those  with  which  the  law  has  caught  up? 

Dr.  Wilcox.  I  would  agree  to  that. 

I  should  like  to  pass  on  to  a  brief  mention  of  the  codes,  so-called 
codes  of  fair  competition. 

The  Chairman.  Well,  the  Chair  feels  that  one  comment  should  be 
made  here.  Under  the  heading  of  "Candy  distributors,"  I  notice  you 
have  reference  under  subletter  "d"  to  the  Wyoming  Valley  Jobbers' 
Association.  The  Chair  wants  it  to  be  understood  that  Wyoming 
Valley  is  in  the  State  of  Pennsylvania,  and  not  in  the  State  of  Wyo- 
ming.    (Laughter.) 

Dr.  Wilcox.  I  thought  when  I  saw  the  smile  on  the  chairman's 
face  that  he  was  going  to  call  attention  to  the  Institute  of  Tubular 
Split  and  Outside  Pronged  Rivet  Manufacturers. 

compulsory  cartelization  under  the  n.  r.  a. 

Dr.  Wilcox.  Trade  associations  played  an  important  part  in  the 
initiation  and  administration  of  codes  under  the  N.  R.  A.  In  general, 
they  took  the  initiative  in  drafting  and  presenting  the  codes.  This 
caused  in  many  cases  a  consolidation  of  existing  trade  associations. 
It  called  moribund  associations  into  life  and  created  new  associations, 
and  these  associations  dominated  the  administration  of  most  codes. 

In  some  codes,  the  trade  association  itself  was  the  code  authority. 
In  others,  the  trade  association  selected  the  code  authority.  In  others, 
it  selected  the  majority  of  the  code  authorityC  In  general,  or  in  a 
majority  of  cases,  trade  association  and  code  authority  officers  and 
executives  were  the  same. 

Mr,  Henderson.  Dr.  Wilcox,  you  have  some  familiarity  with  the 
submission  of  codes  and  code  provisions.  I  know  that  over  a  period 
of  years  it  seems  to  be  increasingly  the  superstition  that  a  group  of 
wild-haired  youngsters  representing  the  Government  in  N.  R.  A. 
created  most  of  the  code  provisions.  Isn't  it  a  fact  that  the  code  pro- 
visions were  actually  submitted  by  the  industries  themselves  through 
their  trade  associations? 

Dr.  Wilcox.  The  origin  of  many  of  the  code  provisions  can  be 
clearly  traced  in  the  published  codes  of  ethics  of  the  trade  associations. 
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in  the  trade  practice  submittals  before  the  Federal  Trade  Commissiou, 
and  in  the  earlier  practices  of  the  associations  themselves.  These 
things  were  not  all  invented  overnight  in  1933. 

There  was  published  by  the  Department  of  Commerce,  Bureau  of 
Foreign  and  Domestic  Commerce,  Market  Research  Series  No.  4, 
a  document  called  Code  Sponsoring  Trade  Associations.  An 
examination  of  this  document  indicates  that  in  about  600  out  of  850 
codes,  the  secretary  of  the  code  authority  and  the  chief  executive  of 
the  trade  association  had  the  same  name  and  did  business  at  the  same 
address. 

The  N.  R.  A.  in  some  cases  strengthened  the  trade  associations  by 
forcing  members  to  contribute  to  their  support.  In  the  garment 
industries,  there  was  the  requirement  that  labels  be  purchased  and 
sewn  in  garments  sold  by  establishments  operating  under  the  codes. 
The  cotton  garment  code  authority  sold  labels  at  a  profit  to  itself 
and  used  the  income  to  administer  the  code.  The  code  authority 
hired  the  trade  association  to  manage  the  code.  The  code  authority 
and  the  trade  association  were  run  by  the  same  officials  in  the  same 
office.  It  was  impossible  to  determine  which  was  code  authority 
work  and  which  was  trade  association  work. 

In  effect,  then,  the  label  provision  in  this  case  gave  the  tiitde  asso- 
ciation the  taxing  power  to  maintain  its  activities.  That,  in  general, 
was  not  true  in  N.  R.  A.  codes. 

All  750,  or  depending  on  how  you  count  them,  850  codes,  made  some 
provision  regulating  terms  of  sale.  The  N.  R.  A.  division  of  review 
has  published  a  document  called  "Summary  of  Analyses  of  Certain 
Trade  Practice  Provisions  in  N.  R.  A.  Codes,"  which  devotes  46 
pages,  typed  single  space,  to  listing  21  major  types  of  provisions 
designed  to  restrict  the  granting  of  indirect  concessions  to  influence 
a  sale,  or  to  preserve  or  modify  channels  of  distribution. 

Five  hundred  and  sixty  of  the  first  677  codes  had  some  provision 
governing  the  prices  that  might  be  charged  by  members  of  an  industry. 
Four  hundred  and  three  of  them  forbade  firms  to  sell  below  cost; 
352  of  these  forbade  a  seller  to  sell  below  his  own  cost;  and  51  forbade 
a  seller  to  sell  below  some  average  cost  for  the  industry.  But  361 
codes  provided  for  the  estabUshment  of  a  standard  cost  system. 
Only  39  of  these  systems  were  approved  by  the  N.  R.  A.  This  gave 
the  code  authority 

Mr.  Henderson  (interposing) .  A  little  information  as  to  why  they 
weren't  approved  might  be  offered,  because  I  was  the  approving 
officer,  at  the  end  of  1935,  I  think  it  was. 

The  Chairman.  Well,  why  weren't  they  approved,  if  that  is  the 
proper  question,  Mr.  Conmiissioner? 

Mr.  Henderson.  That  is  a  good  question,  Mr.  Chairman.  I 
thought  that  they  were  not  drawn  for  the  encouragement  of  greater 
production.  There  was  some  language  in  the  act  creating  the 
N.  R.  A.  which  indicated  it  was  to  be  a  recovery  administration,  and 
I  did  not  think  that  we  could  get  recovery  by  restriction  of  production. 
I  had  some  other  technical  accounting  reasons  but  in  the  main^  most 
of  the  accounting  systems  presented  by  trade  associations  to  imple- 
ment the  no-selhng-below-cost  provisions  of  the  codes  were  price- 
lifting  devices.  They  had  in  mind  making  it  mandatory  that  every 
member  of  ^he  industry  use  a  fixed  set  of  costs  as  the  basis  for  his 
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prices.  The  kind  of  examination  we  gave  them  plainly  indicated 
that  they  could  not  be  passed  by  the  N.  R.  A.  A  few  were  actually 
written  into  the  code,  within  the  first  10  codes.  There  was  one 
written  right  into  the  code  and  there  wasn't  much  to  be  done  about 
that. 

Dr.  Wilcox.  If  I  may  do  so,  I  should  like  to  quote  a  few  cases  of 
cost  accounting  provisions  in  the  codes.  The  crushed  stone,  sand, 
gravel,  and  slag  code  defined  prime  plant  cost  and  required  that  no 
producer  sell  below  prime  plant  cost  plus  10  percent.  The  water- 
proofing, damp-proofing,  and  so  forth,  code  forbade  sale  below 
allowable  cost,  which  was  defined  as  the  cost  of  materials,  containers, 
and  processing,  plus  a  reasonable  percentage  of  these  three  to  be 
determined  by  the  code  authority.  The  structural  clay  products 
industry  code  forbade  sale  below  allowable  cost,  which  was  defined  as 
individual  indirect  factory  cost  of  such  member  plus  the  weighted 
average  indirect  allowable  cost  as  determined  by  the  code  authority. 
This  cost  was  stated  in  dollars  and  was  uniform  for  the  industry. 

The  paint,  varnish,  and  lacquer  code  said: 

The  Paint  Industry  Recovery  Board  shall  classify  the  products  of  the  industry 
and  estabUsh  and  furnish  to  all  manufacturers  figures  representing  all  direct 
factory  costs,  depreciation,  plus  a  proper  proportion  of  all  indirect  factory  expenses, 
in  accordance  with  the  share  each  class  of  products  should  bear.  Such  figures 
shall  be  the  lowest  reasonable  cost  of  manufacturers,  large  and  small,  throughout 
the  industry,  and  shall  be  used  as  the  minimum  processing  cost  by  all  members  of 
the  industry. 

That  industry  was  said  at  the  time  to  have  2,000  firms.  The  code 
authority  sent  questionnaires  to  160  of  them,  received  replies  from  74, 
threw  out  34  of  the  replies  as  inadequate,  and  used  40,  which  included 
no  return  from  du  Font's,  involving  no  costs  for  some  products,  but 
they  fixed  minimum  costs  below  which  it  was  thereafter  illegal  to 
sell.     In  some  cases 

The  Chairman  (interposing).  Now,  you  want  us  to  assume  that 
these  were  artificial  costs? 

Dr.  Wilcox.  It  seems  to  me  that  they  must  have  been  artificial 
costs. 

The  Chairman.  And  that  this  was  manifest  in  most  of  the  codes? 

Dr.  Wilcox.  WeU,  the  cases  that  I  have  picked  are  cases  that  prove 
my  point.     Not  all  of  the  code  cost  provisions  are  as  plain  as  these. 

The  Chairman.  Well,  would  the  inference  be  justified  that  the 
■tendency  at  least  in  the  codes  was -to  fix  an  artificially  high  cost  basis? 

Dr.  Wilcox.  Yes,  I  believe  that  is  true.  In  some  cases  the  action 
of  the  code  authority  went  beyond  that  permitted  in  the  code.  In  the 
wallpaper  manufacturing  industry  a  schedule  of  prices  was  developed 
at  a  conference  at  Lake  George,  N.  Y.,  and  sale  below  these  prices 
was  regarded  as  sale  below  cost.  The  graphic  arts  code  authorized 
the  code  authority  to  determine  an  average  cost  for  the  industry, 
which,  when  approved  by  the  N.  R.  A.,  should  be  a  minimum  below 
which  no  one  could  sell.  It  further  authorized  the  code  authority  to 
publish  price  determination  schedules  which,  when  approved,  should 
serve  as  guides  for  fair  value.  The  code  authority,  in  fact,  published 
and  circulated  a  price  book  called  the  Franklin  Catalog,  which  was 
never  approved  by  the  N.  R.  A.,  which  divisional  code  authorities 
eijforced  on  printers  as  what  they  called  the  N.  R.  A.  rates. 
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A  hundred  and  eighty-eight  codes  provided  for  price-fixing  in  the 
case  of  an  emergency.  The  code  for  the  retail  solid  fuels  industry, 
for  instance,  said : 

Whenever,  upon  complaint  or  upon  its  own  initiative  without  complaint,  the 
National  Code  Authority  is  of  the  opinion  that  an  emergency  exists  within  the 
industry  in  that  destructive  price-cutting  is  being  engaged  in,  it  shall  certify 
such  conclusion  to  the  divisional  code  authorities. 

The  procedure  thereafter  was  to  be  that  the  divisional  code  author- 
ities would  hold  hearings  to  determine  whether  an  emergency  in  fact 
existed,  then  investigate  costs  within  the  industry  and  determine  the 
lowest  reasonable  cost  of  delivering  coal.  Thereafter,  sale  below  the 
lowest  reasonable  cost  was  a  violation  of  the  code.  No  clear  principle 
governed  the  definition  of  destructive  price-cutting  or  emergency.  It 
was  said  in  the  N.  R.  A.  that  an  emergency  is  something  that  is  de- 
clared by  a  code  authority. 

Mr.  Pike.  Is  that  a  fair  question  to  ask — did  they  declare  an  emer- 
gency, do  you  happen  to  remember? 

Dr.  Wilcox.  The  retail  sohd  fuels  code  was  approved  one  day  and 
the  emergency  was  declared  the  next  day. 

Mr.  Pike.  That  was  normal? 

Dr.  Wilcox.  They  arrived  at  that  opinion  with  rapidity. 

Mr.  Henderson.  And  I  might  say  that  they  asked  the  question, 
how  long  has  this  emergency  been  going  on,  and  they  said,  "Why, 
it  has  been  going  on  ever  since  before  the  war." 

Dr.  Wilcox.  They  said  there  had  always  been  an  emergency  in  the 
retail  sohd  fuels  industry.  Emergencies  were  declared  in  eight  indus- 
tries besides  retail  solid  fuels:  Cast-iron  soil  pipe,  lumber  and  timber 
products,  tires,  waste  paper,  wholesale  tobacco,  retail  tobacco,  agricul- 
tural insecticide  and  fungicide,  and  ice,  in  a  number  of  urban  markets. 

Twelve  codes  gave  the  code  authority  outright  power  to  fix  mini- 
mum prices  without  reference  to  cost  of  production.  The  bituminous 
coal  code  carried  this  provision: 

The  selling  of  coal  under  a  fair  market  price  is  hereby  declared  to  be  an  unfair 
competitive  practice  and  in  violation  of  this  code.  The  fair  market  price  of 
coal  shall  be  the  minimum  prices  which  may  be  established  by  marketing  agencies 
or  by  the  respective  code  authorities.  The  term  "marketing  agency"  shall  in- 
clude any  trade  association  of  coal  producers. 

Similar  provisions  were  contained  in  the  codes  for  lumber  and . 
timber,  petroleum,  cigar  containers,  cigar  manufacturing,  lead  pencils, 
motorbusses,  domestic  freight  forwarding,  inland  water  carriers,  fur 
dressing  and  dyeing,  cleaning  and  dyeing,  and  in  those  for  certain 
wholesale  and  retail  trades. 

Four  hundred  and  twenty-two  codes  provided  for  open  price 
filing  systems.  Nearly  aU  of  these  systems  would  have  been  held 
by  the  courts  to  violate  the  antitrust  laws. 

Mr.  Henderson.  That  is,  based  on  the  decisions  on  open  price 
in' the  maple  flooring  cases  and  in  the  other  three  cases  during  the 
twenties? 

Dr.  Wilcox.  That  is  what  I  meant. 

The  Chairman.  Well,  of  course,  this  was  a  substitute  for  the 
antitrust  laws;  in  other  words,  the  antitrust  laws  were  set  aside? 

Dr.  Wilcox.  That's  right. 

The  Chairman.  So  fax  as  the  codes  were  concerned? 


CONCENTRATION  OP  ECONOMIC  POWER  13323 

Dr.  Wilcox.  That's  right.  I  am  merely  saying  that  these  arrange- 
ments were  of  a  character  that  before  the  enactment  of  this  legislation 
would  have  been  outlawed. 

Mr.  Henderson.  I  am  not  so  sure,  Mr.  Chairman,  that  all  of 
these  did  get  the  benefit  of  the  clause  in  the  National  Recovery  Act, 
which  specifically 

The  Chairman  (interposing).  Well,  I  hope,  so  far  as  they  were 
approved  by  the  approving  authority,  they  had  the  benefit  of  the 
exemption. 

Mr,  Henderson.  I  wasn't  the  approving  authority;  I  was  the 
reviewing  authority. 

The  Chairman.  Dr.  Wilcox,  did  the  N.  R.  A.  have  any  virtues  at 
all  in  your  opinion  as  a  member  of  its  staff? 

Dr.  Wilcox.  The  vices  stand  out  in  the  center  of  my  attention 
more  clearly  than  the  virtues.  I  think  one  might  find  virtues  upon 
careful  examination.     [Laughter.] 

The  Chairman.  But  you  would  have  to  take  careful  examination, 
is  that  the  implication? 

Dr.  Wilcox.  Yes. 

Mr.  Henderson.  Doesn't  that  depend  on  your  attitude  toward  the 
dominating  economic  pohcy  of  the  country?  If  you  give  that  answer, 
doesn't  that  mean  you  are  practically  declaring  for  a  maintenance 
of  competition? 

Dr.  Wilcox.  Yes.     It  is  a  matter  of  opinion,  certainly. 

Mr.  Henderson.  x4nd  there  is,  I  think,  the  testimony  this  week 
and  other  weeks,  of  many  earnest-minded  businessmen  who  believe 
we  have  got  to  go  to  a  control  of  competitive  status,  is  that  not  true? 

Dr.  Wilcox.  I  have  heard  such  opinions  expressed. 

Mr.  Henderson.  Well,  I  have  heard  a  lot  of  them  at  this  table, 
and  if  that  should  come  to  be  the  prevailing,  driving  force  of  our 
economy,  then  the  N.  R.  A.  experience  will  have  been  decidedly 
illuminating  as  an  experiment,  isn't  that  correct? 

Dr.  WiLco:;.  I  should  say  so. 

The  Chairman,  Well,  was  there  a  rising  tide  of  criticism  of  N.  R.  A. 
among  the  businessmen  who  were  affected  by  it,  at  the  time  the 
Supreme  Court  decision  was  rendered? 

Dr.  Wilcox.  There  was  a  rising  tide  of  criticism  of  N.  R.  A. 
among  aU  groups  by  1935. 

The  Chairman.  Yes;  but  I  am  thinking  now  of  businessmen 
exclusively. 

Dr.  Wilcox.  Yea;  I  should  say  so. 

The  Chairman.  Well,  would  that  justify  the  inference  that  busi- 
nessmen were  turning  away  from  this  type  of  organized  control  of 
production  and  of  price,  and  turning  back  toward  the  notion  of  open 
competition? 

Dr.  Wilcox.  Not  necessECrily.  Different  people  were  dissatisfied 
for  different  reasons,  because  the  arrangements  that  they  had  hoped 
to  get  were  never  approved  by  the  approving  ojfficials,  or  because  they 
were  not  implemented  or  because  they  were  not  extended,  and  thei 
arrangements  in  some  cases  operated  to  the  disadvantage  of  some 
groups  that  then  protested.  The  reasons  for  dissatisfaction  with  the 
set-up  were  so  diverse  that  I  think  it  is  scarcely  possible  to  generalize 
as  to  them. 


13324  CONCENTRATION  OF  ECONOMIC  POWER 

The  Chairman.  And  you  couldn't  generalize  then  on  the  basis  of 
resentment  against  or  disapproval  of  these  practices  which  you  are 
now  discussing? 

Dr.  Wilcox.  In  some  cases,  that  was  the  basis  of  criticism. 

Mr.  Henderson.  But  in  the  majority  of  cases,  it  was  not  a  turning 
back  to  the  American  tradition  of  competition,  was  it? 

Dr.  Wilcox.  Well,  if  you  take  the  type  of  objection  raised  against 
code  provisions  by  the  economist  of  R,  H.  Macy  &  Co.  or  by  the 
economist  representing  the  Mail  Order  Association  of  America,  in 
general  it  was. 

Mr.  Henderson.  But  they  were  in  the  small  minority,  were 
they  not?  Wasn't  the  complaint  that  the  codes  did  not  go  far  enough 
and  that  you  couldn't  get  the  type  of  court  action  which  would  give 
them  enforceability? 

Dr.  Wilcox.  I  should  say  that  was  the  case;  yes. 

Dr.  Kreps.  To  refresh  your  memory,  Dr.  Wilcox,  I  have  here  a 
pamphlet  entitled,  "Policies  Supported  as  in  the  Public  Interest," 
by  the  Chamber  of  Commerce  of  the  United  States,  pubhshed  in 
1936,  in  which  they  state  on  page  3: 

The  anti-trust  law  shall  be  modified  so  as  to  make  clear  that  the  laws  permit 
agreements  increasing  the  possibilities  of  keeping  production  related  to  con- 
sumption. Modification  of  the  anti-trust  laws  should  include  provision  for 
Government  supervision  in  order  that  agreements  which  are  not  in  the  public 
interest  in  stabilization  of  business  operation  and  employment  may  be  nullified. 
Businesses  desiring  to  combine  should  have  opportunity  to  ascertain  from  a  suit- 
able Government  authority  whether  or  not  the  proposed  combination  will  be  in 
violation  of  the  anti-trust  laws.  Each  industry  shall  be  permitted  to  formulate 
and  to  put  into  effect  rules  of  fair  competition  which  receive  governmental 
approval.  The  governmental  agency  named  by  the  President  should  have  only 
the  power  of  approval  or  veto  of  such  laws,  w  thout  power  of  modification  or 
imposition,  but  with  power  to  indicate  conditions  of  approval.  Tiiere  should  be 
opportunity  for  members  of  an  industry  to  enter  into  agreements  other  than 
rules  which  when  approved  by  the  governmental  agency,  shall  be  enforceable 
against  parties  to  the  agreement.  Rules  of  fair  competition  formulated  by  a 
clearly  preponderant  part  of  an  industry  as  suitable  for  the  whole  industry,  with 
due  consideration  for  small  units  and  approved  by  the  governmental  agency, 
dhould  be  enforceable  against  all  concerns  in  the  industry. 

Now,  is  it  your  impression  that  these  rules  that  would  stabilize 
competition  differ  materially  from  the  rules  which  you  have  thus  far 
outlined  for  us;  in  other  words,  it  wasn't 'that  businessmen  were 
dissatisfied  with  the  opportunity  to  combine,  it  was  that  they  were 
dissatisfied  with  the  amount  of  governmental  supervision  ovfer  such 
opportunity  to  determine  collectively  what  measures  would  stabilize 
industry  and  adjust  production  to  consumption? 

Dr.  Wilcox.  What  is  the  date  of  that  statement? 

Dr.  Kreps.  1936. 

The  Chairman.  From  what  was  that  quoted? 

Dr.  Kreps.  Quoted  from  the  pamphlet  by  the  Chamber  of  Com- 
merce of  the  United  States,  Policies  Supported  as  in  the  Public 
Interest.  A  substantially  similar  provision  occurs  in  the  1939 
edition. 

Dr.  Wilcox.  I  should  say  that  that  indicated  that  the  mference 
concerning  which  the  chairman  spoke  could  not  be  drawn. 

The  Chairman.  Dr.  Kreps  wants  us  to  understand,  I  take  it,  that 
the  criticism  of  the  N.  R.  A.  proceeded  largely  from  the  dissatisfaction 
with  tlae  refusal  of  the  reviewing  authorities  to  approve  all  of  the 
trade  relationships  and  rules  that  were  desired. 
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Dr.  Kreps.  I  v.()uld  make  it  broader  than  that.  They  were  dis- 
satisfied with  all  acts  of  Government,  including  what  the  Government 
approved  as  well  as  what  it  refused,  in  these  N.  R.  A.  agreements. 
I  do  not  doubt  that  the  emergence  on  the  N.  R.  A.  Board  of  a  majority 
genuinely  interested  in  the  welfare  of  consumers  and  laborers  may 
have  been  conducive  to  the  lack  of  interest  on  the  part  of  business 
in  the  N.  R.  A.  device.  Business  tlid  not  like  the  wage-hour  provisions 
and  in  particular  resented  section  7 A  which  provided  for  collective 
bargaining.  As  the  quotation  from  the  pamplilet  issued  by  the  United 
States  Chamber  of  Commerce  shows,  business  liked  the  cartel  features 
of  N.  R.  A.,  the  production  and  price  controls.  The  N.  R.  A.  was  a 
quid  pro  quo.  The  Government  gave  business  the  right  to  combine 
if  business  would  meet  certain  wage-hour  requirements.  Business 
then  liked  and  still  desires  to  get  together  in  production,  sales,  and 
prices.  ^Tiat  business  did  not  like  was  the  noncartel  features  of 
N.  R.  A. 

The  Vice  Chairman.  If  I  caught  correctly  what  you  read,  it 
seems,  too,  that  they  were  making  some  request  for  additional  Gov- 
ernment intervention  for  the  purpose  of  giving  them  advance  clearance 
with  regard  to  what  they  were  going  to  do,  and  probably  some  coer- 
cion from  a  governmental  agency  to  compel  their  individual  members 
to  comply  with  the  joint  determination? 

Dr.  Kreps.  That  is  correct. 

Mr.  Henderson.  In  addition.  Congressman,  and  Dr.  Kreps,  the 
1936  edition  was  very  plain  about  compelling  even  those  who  were 
not  parties  to  the  agreement,  the  n^inority  who  did  not  subscribe 
to  the  agreement,  to  be  bound  by  the  terms  of  the  agreement  of  the 
majority,  which  was  the  crucial  issue,  of  course,  in  the  code.  You 
remember  the  chiseling  10  percent  usually  upset  the  apple  cart  in  a 
code,  particularly  when  you  couldn't  get  enough  enforcement  officers 
to  bring  all  the  chiselers  to  book. 

The  Vice  Chairman.  They  wanted  the  aid  of  a  governmental 
agency  to  coerce  the  nonagreeing  members  of  the  trade? 

Mr.  Henderson.  That's  right. 

The  Vice  Chairman.  Well,  it  seems  to  me  that  we  are  perhaps  now 
at  the  most  important  part  of  this  inquiry.  It  is  clear  that  there  is  a 
difference  of  opinion  in  this  country.  We  are  at  the  point  where  we 
have  got  to  make  a  decision,  probably,  as  to  whether  or  not  we  are  to 
have  agreements  recognized  by  the  Government,  probably  supervised 
by  the  Government^  with  maybe  a  certain  amount  of  coercion  exercised 
by  the  Government,  in  order  to  have  competition.  Do  you  propose 
to  discuss  more  directly  than  you  have  yet  discussed  them,  these  two 
conflicting  economic  and  governmental  theories  which  are  now 
being  debated  in  this  country,  as  to  what  is  the  best  thing  to  do 
about  it? 

Dr.  Wilcox.  The  material  that  I  have  assembled  is  addressed  to  the 
question,  whether  arrangements  have  existed  in  the  United  States  or 
do  exist  in  the  United  States,  that  can  properly  be  called  cartels. 
I  should  be  glad 

The  Vice  Chairman  (interposing).  Well,  the  fact  as  to  whether 
or  not  these  organizations  may  be  called  cartels? 

Dr.  Wilcox.  That  is  right. 

The  Vice  Chairman.  Well,  now,  why  are  we  so  much  interested  in 
what  you  name  a  thing? 
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Dr.  Keeps.  Possibly  I  can  answer  that  question,  Mr.  Congressman, 
in  that  these  cartel-like  arrangements  that  we  have  here  are  similar  to 
certain  cartel  developments  that  occurred  abroad.  We  are  interested 
here  because  they  represent  a  type  of  activity  quite  universal  through- 
out the  modem  world,  with  respect  to  which  diverse  governmental 
pohcies  have  been  put  into  effect. 

The  Vice  Chairman.  Then  are  you  going  to  deal  at  all,  in  the  ex- 
amination of  these  agreements,  with  characteristics  distinctive  of 
cartels,  with  the  possible  failure  of  a  complete  development  of  what 
ought  to  have  been  the  governmental  policy  in  that  situation?  I 
make  that  statement  to  illustrate  what  you  no  doubt  appreciate  is 
in  my  mind  about  it. 

Dr.  Kreps.  I  think  I  understand.  We  are  limiting  this  presenta- 
tion on  cartels  completely  to  a  factual  exposition  of  what  cartels  are, 
what  cartel-like  arrangements  are,  what  their  economic  consequences 
have  been,  and  what  their  political  consequences  are  abroad. 

The  Vice  Chairman.  By  political  consequence  do  you  mean  their 
repercussions  in  their  several  countries? 

Dr.  Kreps.  That  is  right. 

The  Vice  Chairman.  Do  you  draw  any  relationship  between  the 
economic  development  in  Germany,  for  instance,  and  the  political 
development  in  Germany? 

Dr.  Kreps.  We  have  an  expert  witness  who  will  testify  presumably 
tomorrow,  who  will  give  us  the  benefit  of  his  20  years'  study  on  that 
problem. 

The  Vice  Chairman.  I  will  try  to  bear  all  that  in  mind  and  restrain 
my  inquiries,  because  I  understand,  of  course,  one  witness  can't  cover 
every  field. 

Dr.  Wilcox.  I  was  speaking  of  the  character  of  the  open  price  filing 
systems  in  N.  R.  A.  codes.  Of  the  422  codes  that  had  open  price  filing 
systems,  161  gave  no  information  to  buyers,  all  of  them  identified 
sellers,  some  of  them  gave  sellers  on  the  code  authority  prior  access 
to  the  file,  probably  all  of  them  required  adherence  to  filed  prices,  and 
297  of  them  included  a  waiting  period. 

Mr.  Henderson.  That  is  what  was  known,  I  believe,  as  a  period  of 
intimidation,  was  it  not,  in  the  N.  R.  A.? 

Dr.  Wilcox.  The  effect  of  forcing  a  seller,  to  wait  before  he  could 
sell  at  the  lower  price  which  he  had  filed  of  course  gave  other  sellers 
an  opportunity  to  suggest  to  him  that  the  price  should  not  be  cut  and 
if  he  did  cut  the  price  they  would  meet  it,  and  consequently  there  would 
be  no  advantage  to  him  in  cutting  it. 

Mr.  Henderson.  These  provisions  for  open-price  filing  were  tied 
in  with  other  provisions,  were  they  not?  As  I  recall,  nearly  eveiy 
code  had  a  no-selling-below-cost  provision.  It  was  the  intent  to 
have  a  uniform  cost-accounting  system  for  the  determination  of  costs. 
Then  with  an  open  price  reporting  system  the  prices  reported  by 
every  member  were  available  to  all  others  and  there  was  a  10-day 
waiting  period  in  which  each  competitor  could  check  and  could  raise 
the  question  whether  that  price  was  below  cost.  The  intent  was 
with  the  uniform  accounting  system  that  he  would  have  a  ready 
reckoner  as  to  whether  the  price  offered  was  below  cost,  and  all  three 
things  tied  in  together. 
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Dr.  Wilcox.  It  was  the  function  of  the  open  price  reporting  system 
to  implement  the  no-salesvbelow-cost  provision.  In  the  iron  and  steel 
code  appeared  this  provision: 

The  board  of  directors  shall  have  the  power  to  investigate  any  base  price  for 
any  product  filed  by  any  member  of  the  code.  If  the  board  of  directors  after  such 
investigation  shall  determine  that  such  base  price  is  an  unfair  base  price  for  such 
product,  the  board  of  directors  may  require  the  member  of  the  code  to  file  a  new 
list  showing  a  fair  base  price.  If  such  member  of  the  code  shall  not  within  ten 
days  file  a  new  list  showing  such  fair  base  price,  the  board  of  directors  shall  have 
the  power  to  fix  a  fair  base  price. 

Mr.  Pike.  "Fair"  meaning  one  that  gives  hun  a  profit? 

Dr.  Wilcox.  I  can't  say  what  was  in  the  minds  of  the  members 
of  the  industry  when  they  wrote  that  word  into  the  code. 

Mr.  Pike.  There  was  no  definition  of  "fair"? 

Dr.  Wilcox.  It  is  not  defined- 

Mr.  Henderson.  Who  constituted  the  code  authority? 

Dr.  Wilcox.  The  code  authority  in  this  case  was  the  Iron  and 
Steel  Institute. 

In  the  tag  industry,  members  of  the  industry  who  did  not  choose  to 
file  prices  were  bound  according  to  the  code  by  the  lowest  prices  and 
most  favorable  terms  on  file.  In  practice,  only  one  or  two  large 
concerns  filed  prices,  and  these  prices  were  compiled  into  a  price  book 
which  was  circulated  to  the  rest  of  the  industry  to  inform  them  of  the 
prices  they  must  follow  unless  and  until  they  filed  prices  of  their  own. 

The  Vice  Chairman.  Now,  wait  a  minute.  You  say  that  the  prices 
were  filed  by  a  very  few  of  the  big  industries,  and  those  prices  were 
sent  out  to  the  other  persons  engaged  in  the  same  industry? 

Dr.  Wilcox.  This  is  one  industry,  the  paper-tag  industry,  paste- 
board tags  that  are  affixed  to  merchandise.  In  this  industry  the 
provision  was  that  if  you  did  not  file  a  price  yourself,  if  one  seller  did 
not  himself  file  a  price,  he  was  then,  bound  by  the  lowest  price  on  file 
by  any  seller.  The  practice  in  the  industry  was  that  only  one  seller 
filed  any  price.  Thereupon  everyone  else  in  the  industry  was  bound 
by  his  price. 

The  Vice  Chairman.  Who  selected  the  one  who  was  to  file  the 
price? 

Dr.  Wilcox.  I  think  perhaps  it  was  a  process  of  self-selection. 
I  don't  know. 

The  Vice  Chairman.  Yes;  but  how  did  he  arrange  that  he  could 
get  there  first? 

Dr.  Wilcox.  I  can't  answer  that.  My  authority  for  this  is  the 
investigation  of  the  N.  R.  A.  before  the  Senate. 

Mr.  Henderson.  Of  which  Senator  King  was  a  member. 

Dr.  Wilcox.  Page  870  of  that  record. 

That  completes  what  I  had  to  say  about  the  N»  R.  A.  codes. 

CARTELS    IN    THE    UNITED    STATES    BEFORE    AND    AFTER    THE    N.    R.    A. 

Dr.  Wilcox.  A  similar  arrangement  was  carried  over  from  the 
bituminous  coal  code  into  the  Bituminous  Coal  Act  of  1935  and  appears 
again  in  the  Bituminous  Coal  Act  of  1937.    In  this  act,  part  2  states: 

The  Commission  shall  have  the  power  to  prescribe  for  code  members  minimum 
and  maximum  prices, 
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and  then  goes  on  to  say: 

Said  prices  shall  be  proposed  so  as  to  yield  a  return  per  net  ton  6qual  as  nearly 
as  may  be  to  the  weighted  average  of  the  total  cost  per  net  ton  of  the  tonnage. 
The  computation  of  the  total  cost  shall  include  the  cost  of  labor,  supplies,  power, 
taxes,  insurance,  workmen's  compensation,  royalties,  depreciation  and  depletion, 
and  all  other  direct  expenses  of  production,  coal  operators  association  dues, 
District  Board  .'assessments  for  Board  operating  expenses,  and  reasonable  costs  of 
selling  and  the.  cost  of  administration. 

Dr.  Kreps.  Are  the  foregomg  set-ups  properly  to  be  described  as 
cartels? 

Dr.  Wilcox.  They  fall  within  the  broader  definition  of  cartel, 
which  I  quoted  at  the  outset. 

Dr.  Keeps.  In  other  words,  they  are  what  Dr.  von  Beckerath  and 
other  authorities  would  call  term-fixing  or  price-fixing  cartels. 
Dr.  Wilcox.  That  is  right. 

Dr.  Kreps.  I  take  it,  then,  you  have  so  far  not  treated  of  cartels  in 
the  stricter  sense  of  production  control,  sales  control,  and  the  like. 

Dr.  Wilcox.  That  is  right.  The  stricter  definition  of  the  term 
"cartel"  would  confine  it  to  organizations  which  assign  customers 
among  sellers  or  divide  markets  among  sellers  or  allocate  production 
or  sales  quotas  among  sellers,  or  organizations  in  which  the  members 
market  their  entire  output  through  a  common  sales  office  which  assigns 
quotas  and  makes  payments,  or  organizations  which  enforce  quotas  by 
pooling  earnings  or  by  the  imposition  of  money  penalties. 

The  Vice  Chairman.  You  use  the  disjunctive  there  frequently. 
Does  it  more  frequently  or  not  occur  that  all  those  characteristics 
which  you  have  disjoined  apply  to  cartels? 

Dr.  Wilcox.  More  than  one  of  these  characteristics  may  apply, 
that  is,  one  organization  may  engage  in  more  than  one  of  these  prac- 
tices. I  am  following  here  the  list  used  by  Dr.  Herbert  von  Beckerath 
in  his  book  on  Modern  Industrial  Organization,  that  is,  I  merely  am 
employing  his  classification  of  types  of  cartels. 

The  Vice  Chairman.  If  you  had  an  organization  that  did  only  one 
of  those  things — let's  go  over  those  things. 

Dr.  Wilcox.  Assign  customers  among  dealers? 
The  Vice  Chairman.  Assign  customers  among  sellers  without  at 
all  dealing  with  price  or  production,  that  would  work  it  out  the  same 
way,  wouldn't  it? 

Dr.  Wilcox.  It  does  affect  price  and  production,  you  see,  because 
the  sellers  no  longer  compete  to  sell  to  different  buyers,  they  divide 
them  up  on  some  other  basis. 

The  Vice  Chairman.  As  a  matter  of  fact,  when  people  get  together 
to  do  either  one  of  those  things,  isn't  it  usual  that  they  pretty  soon 
work  into  the  whole  thing? 

Dr.  Wilcox.  I  should  think  that  one  thing  leads  to  another;  yes, 
as  I  think  I  shall  suggest  in  some  cases. 

The  Vice  Chairman.  When  a  cartel  is  simply  one  in  which  people 
get  together  to  control  the  market,  whatever  seems  to  be  necessaiy  in 
a  given  situation  is  about  what  they  usually  do,  isn't  it?  They  are 
not  interested  in  just  doing  one  of  these  things;  thfiy  are  interested  in 
the  objectives,  aren't  they? 

Dr.  Wilcox.  The  objective  is  protection  of  existing  investment  and 
larger  profits  for  the  firms  in  the  organization. 
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The  Vice  Chairman.  How  much  more  tire  we  going  to  learn  by 
talking  about  it?  It  is  most  interesting;  I  am  interested  in  the  whole 
thing. 

Mr.  Henderson.  I  think,  Mr.  Chairman,  the  country  doesn't  know 
the  extent  to  which  it  is  creeping,  via  various  kinds  of  cartel-like 
arrangements,  into  an  entirely  different  structure  of  industry  from 
tliat  contemplated  by  the  idea  of  free  competition. 

The  Vice  Chairman.  It  is  a  very  informative  statement.  _  I 
think  it  is  fine.  There  are  a  heap  of  big  words  in  there  I  can  use  in 
the  campaign.     It's  all  right,  I  Hke  it. 

Dr.  KTreps.  I  take  it  there  are  in  the  United  States,  then,  sales 
cartels,  or  syndicate  arrangements? 

Dr.  Wilcox.  The  sales  cartel  or  syndicate  arrangement  which 
employs  the  device  of  a  common  selUng  agency  which  fixes  total 
output  and  assigns  quotas  and  allots  orders,  the  arrangement  which 
is  quite  common  in  Germany,  has  not  been  extensively  used  in  the 
United  States.  There  have,  however,  been  cases  of  arrangements  of 
this  type.     I  have  a  list  for  presentation. 

Dr.  Kreps.  Would  you  like  to  have  it  submitted  as  an  exhibit? 

Dr.  Wilcox.  Yes.  ■ 

Dr.  Kreps.  I  would  like  to  submit  "Sales  Cartel  or  Syndicate 
Arrangements  in  the  United  States." 

(Representative  Sumners  assumed  the  Chair.) 
The  Vice  Chairman.  It  may  be  admitted. 

(The  document  referred  to  was  marked  "Exhibit  No.  2174"  and  is 
included  in  the  appendix  on  p.  13562.) 

Dr.  Wilcox.  'This  indicates  the  existence  in  the  United  States  of 
common  seUing  agency  arrangements  as  far  as  I  have  been  able  to 
collect  them,  since  1875.  In  the  oil  industry  around  1875,  in^  the 
wallpaper  industry  in  1898-1909,  in  the  sheet  music  and  player  piano 
roll  business  in  1922,  in  the  white  glazed  paper  industry  in  1921,  in 
the  cattle  and  calf  hair  industry  in  1927,  in  the  sardine  industry  in  1927, 
in  the  bituminous  coal  industry  in  1933,  in  connection  with  the  public 
performance  of  copyrighted  music  in  1934,  iu  the  concrete  pipe 
industry  in  1938,  and  in  the  candy  stick  industry  in  1939.  The  only 
one  of  these  formally  to  be  approved  by  the  courts  was  the  common 
selUng  agency  in  bituminous  coal  lq  the  Appalachian  Coals  decision 
in  1933. 

The  other  types  of  market-sharing  arrangements,  however,  have 
made  their  appearance  more  frequently  in  the  United  States  than  the 
common  selling  agency.  We  have  had,  for  instance,  cartels  which 
assign  customers  among  sellers.  I  refer  to  the  statement  made  before 
this  committee  by  Mr.  Thurman  Arnold  on  July  7,  1939.'  Mr. 
Arnold  said: 

Contractors  who  erect  buildings  add  their  own  systems  of  restraint.  Many 
contracting  groups  maintain  bid  depositories  in  which  copies  of  all  bids  and 
estimates  are  supposed  to  be  filed  prior  to  the  award  of  the  contract.  In  some 
of  these  depositories  the  bids  are  opened  before  the  contract  is  let  and  the  infor- 
mation thus  obtained  is  used  to  coerce  low  bidders  to  withdraw  or  raise  their  bids. 
Other  contractor  groups  maintain  central  estimating  bureaus  which  calculate  the 
cost  of  the  job  and  supply  the  various  contractors  with  the  bids  they  are  to  make. 
In  still  other  groups  a  central  bureau  determines  the  specifications  for  piaterial 
and  labor  to  be  included  in  the  bid,  and  the  contractor  is  expected  to  apply 

'  See  Hearings,  Part  11,  p.  6150. 
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standard  prices  and  labor  rates  to  these  specifications  and  thereby  to  arrive  at 
the  sancie  bid  as  everyone  else.  Spme  bidding  rings  determine  in  advance  which 
contractor  is  to  get  the  job  and  arrange  their  bids  so  that  everyone  else  bids 
higher  than  he. 

The  Procurement  Division  of  the  Treasury  has  recently  prepared  a 
report,  a  summary  of  wliich  has  been  released  by  the  Committee, 
which  indicates  that  during  a  12-month  period  between  December 
1937  and  November  1938  nearly  one-quarter  of  the  bid  openings 
in  that  period  involved  the  receipt  of  identical  bids  from  diiferent 
sellers.  In  this  period  there  were  332,000  bid  openings  of  which 
76,000,  or  24.1  percent,  were  instances  of  the  receipt  of  identical 
bids.  This  covered  a  long  list  of  industries  including  all  of  the  major 
categories  of  industries  from  which  the  Goverimaent  makes  purchases. 

Where  identical  bids  are  thus  submitted  by  a  number  of  different 
sellers  the  Government  has  to  decide  some  way  who  is  going  to  get 
the  business.  It  is  the  practice  in  this  case  with  most  agencies  to 
award  the  contract  by  lot.  Thus  the  parties  to  a  uniform  bidding 
compact  or  a  tacit  imderstanding  are  assured  over  a  period  of  time 
of  an  equal  share  in  the  contracts  awarded,  that  is  by  pure  chance. 
If  they  match  pennies  or  throw  dice  or  draw  cards,  every  seller  in  the 
group  will  get  his  share  over  a  time. 

Mr.  O'CoNNELL.  May  I  interrupt  there  a  moment?  I  understand 
that  that  is  the  accepted  way  of  dealing  with  identical  bids.  There  is 
one  rather  outstanding  exception  to  that,  however,  and  it  might  be 
of  interest  to  this  committee  to  know  that  the  Secretary  of  Interior 
over  a  period  of  time  adopted  a  policy  of  making  the  award  in  the 
event  of  the  receipt  of  identical  bids  to  the  bidder  that  incurred  the 
greatest  expense  of  transportation  in  connection  with  the  supplying 
of  materials,  the  theory,  I  take  it,  being  that  if  he  had  to  deal  with 
people  who  were  operating  in  collusion  he  would  like  to  make  it  as 
unprofitable  for  them  to  reduce  the  profit  margin  as  much  as  he  could. 

Dr.  Keeps.  Or  rather  stimulate  additional  employment  on  the 
railroads,  and  so  on. 

Mr.  O'CoNNELL.  I  beheve  both  factors  were  present. 

The  Vice  Chairman.  Under  the  law  of  average  the  one  who  would 
supply  the  Government's  business  would  be  the  one  who  would  have 
to  have  a  higher  price  eventually  if  he  stayed  in  business  because  his 
overhead  would  be  higher. 

Dr.  Wilcox.  There  is  a  case  resulting  in  a  cease-and-desist  order 
by  the  Federal  Trade  Commission  in  which  four  glass  distributors  in 
the  St.  Louis  area  agreed  on  formulas  for  computing  bids,  exchanged 
information  on  one  another's  bids,  and  determined  among  themselves 
which  firm  was  to  get  the  contract.  Information  on  that  case  is  in 
the  hearings  of  this  committee  on  pages  2351  to  2352.^ 

In  the  case  of  the  United  States  v.  The  Textile  Refinishers  Association, 
in  1936,  which  resulted  in  a  consent  decree,  the  Textile  Refinishers 
Association  included  in  its  membership  30  firms,  substantially  all  of 
the  textile  refinishers  in  New  York  City.  The  members  of  the  asso- 
ciation agreed  on  prices,  terms,  and  conditions  of  sale,  setting  prices 
which  were  uniform,  excessive,  and  noncompetitive,  according  to  the 
petition.  They  allotted  the  business  of  each  manufacturer  to  a  mem- 
ber of  the  association  and  manufactm'ers  were  effectively  compelled 
to  have  their  work  done  by  the  designated  refinishers. 

>  Hearings,  Part  5-A. 
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To  turn  now  to  cases  of  cartels  dividing  markets  among  sellers.  In 
,he  case  of  the  United  States  v.  The  National  Retail  Credit  Association, 
vhich  resulted  in  a  consent  decree  in  1933,  the  National  Retail  Credit 
Association  had  about  20,000  members,  18,000  of  them  were  granters 
)f  credit  and  about  1,300  of  them  were  consimier  credit-reporting 
igencies. 

The  service  department  committee  of  the  National  Retail  Credit 
Association  devised  a  plan  for  the  division  of  the  national  credit  market 
by  regions.  These  regions  were  assigned  to  member  agencies  as  their 
exclusive  reporting  territories.  Member  agencies  agreed  not  to 
gather  credit  information  or  make  credit  reports  in  other  regions 
except  through  the  credit  agency  to  which  the  regic^Q  was  assigned. 
Credit-granting  members  agreed  to  furnish  information  on  the  credit 
of  the  consumers  only  to  the  credit  agency  to  which  they  were  affiliated, 
and  which  was  the  member  of  the  association  having  exclusive  rights 
in  the  territory. 

There  were  also  in  the  N.  R.  A.  codes  a  number  of  provisions  which 
had  the  effect  of  dividing  territory  among  the  participants.  There 
were  zone  protection  provisions,  dividing  the  country  into  zones.  In 
some  cases  producers  outside  the  zone  were  forbidden  to  sell  within 
the  zone  at  prices  below  those  filed  by  producers  within  the  zone. 
In  other  cases  producers  outside  the  zone  were  forbidden  to  sell  at 
prices  below  the  minimum  fixed  for  producers  in  the  zone  by  some 
price-fixing  authority  under  the  code.  There  was  a  provision  in  the 
corrugated  and  fiber  shipping  container  code  to  the  effect  that  the 
practice  of  certain  manufacturers  and  sellers  shipping  quantities  of 
merchandise  into  territories  outside  of  their  normal  territories  and 
of  selling  such  merchandise  below  the  general  market  price  prevailing 
in  such  other  territories  is  condemned  as  unfair. 

There  were  antidumping  provisions  in  23  codes.  In  the  funeral 
supply  industry  code,  for  instance,  there  was  a  prohibition  against 
selling  the  products  of  this  industry  or  offering  the  same  for  sale  in  a 
market  or  trade  area  other  than  that  in  which  the  seUer  is  usually 
and  normally  engaged,  at  prices  lower  than  the  price  at  which  such 
products  are  customarily  sold  or  offered  for  sale  in  the  seller's  normal 
market.  The  code  authority  had  the  power  to  define  normal  market ' 
areas,  and  the  prices  at  which  products  were  customarily  sold.  This 
provision,  of  course,  could  be  employed  to  check  outside  competition. 

There  was  also  in  some  86  codes  prohibition  of  freight  allowances 
which  operated  to  prevent  sellers  from  entering  distant  markets  by 
absorbing  freight.    . 

More  recently  in  the  case  of  the  Building  Material  Dealers  Alliance, 
which  resulted  in  a  cease-and-desist  order  by  the  Federal  Trade  Com- 
mission, the  case  bein;g  described  in  the  hearings  of  this  committee, 
pages  2331-2333,^  eight  building  material  trade  associations  centered 
in  the  Middle  States  and  Ohio,  and  the  National  Federation  of  Builders 
Supply  Associations,  comprising  federated  associations  located  in  some 
32  States,  adopted  a  recommendation  that  organized  imits  should 
determine  territories  for  member  cement  dealers  and  that  manu- 
facturers should  not  ship  to  dealers  outside  of  the  prescribed  dealer 
territory. 

In  the  window  glass  industry,  a  case  which  resulted  in  a  cease  and 
desist  order  in  1937,  recorded  on  pages  2330-2331  of  the  hearings,* 
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the  Window  Glass  Manufacturers  Association  and  the  National 
Glass  Distributors  Association  had  agreements  and  understandings 
which  divided  distributors  into  two  classes:  quantity  buyers  and  car- 
lot  buyers.  The  manufacturers  association  made  the  final  decision 
as  to  the  classification  of  the  buyers.  The  manufacturers  published 
a  price  list  only  for  quantity  buyers;  only  quantity  buyers  could  pur- 
chase directly  from  manufacturtirs.  Car-lot  buyers  and  others  were 
compelled  to  buy  from  or  through  quantity  buyers.  Quantity  buyers 
got  a  discount  of  7%  percent  not  granted  to  other  buyers. 

Each  quantity  buyer  under)  this  system  confined  his  purchases 
and  sales  to  a  definite  area. 

The  Vice  Chairman.  Did  this  quantity  buyer  retail? 

Dr.  Wilcox.  He  would  sell  to  other  distributors;  in  general  these 
were  wholesalers. 

The  Vice  Chairman.  Was  ho  permitted  to  distribute  at  retail? 
I  would  like  to  know  whether  they  made  a  distinction  between 
retailers  and  wholesalers  or  made  a  distinction  among  retailers. 

Dr.  Wilcox.  I  don't  know  whether  that  distinction  can  be  clearly 
drawn  in  this  case.  I  think  it  is  a  distinction  between  wholesalers  and 
retailers  in  general.  The  record  does  not  indicate  The  point  1 
wanted  to  make  here  is  that  the  quantity  buyers,  if  they  can  be 
defined  as  wholesalers,  were  limited  to  specific  territories  and  they  were 
getting  a  discount,  a  lower  price  than  other  buyers  got. 

These  are  all  cases  of  division  of  territory.  There  are  cartels  which 
allocate  production  or  sales  quotas  among  sellers  and  there  have  been 
in  the  United  States  a  number  of  arrangements  that  might  come 
under  this  definition.  In  the  window-glass  industry,  prior  to  1923, 
there  existed  an  employment  agreement  negotiated  between  the 
National  Window  Glass  Manufacturers  Association  and  a  trade 
union  of  window-glass  workers.  Under  this  arrangement  the  manu- 
facturers were  divided  into  two  groups,  and  each  group  was  to  operate 
only  6  months  of  the  year;  at  any  one  time  only  half  of  the  plants 
would  be  in  operation.  No  factory  in  effect  operated  more  than 
4K  months  a  year.  The  agreement  fixed  the  dates  between  which 
each  shop  might  operate. 

The  Vice  Chairman.  Hqw  long  did  that  agreement  last? 

Dr.  Wilcox.  That  agreement  was  ended  in  1923.  I  don't  have 
here  the  year  in  which  it  originated. 

The  Vice  Chairman.  Did  it  end  as  the  result  of  governmental 
action  or  voluntarily? 

Dr.  Wilcox.  A  case  was  brought  before  the  courts  and  appealed 
to  the  Supreme  Court  and  the  Supreme  Court  in  its  decision  did  not 
condemn  the  arrangement. 

Mr.  Pike.  But  they  4id  close  it  up  right  after  the  decision? 

Dr.  Wilcox.  The  arrangement  was  discontinued  by  the  industry, 
yes. 

Mr.  Pike.  Right  after  the  Supreme  Court  decision  was  made? 

Dr.  Wilcox.  Even  before  the  Supreme  Court  decision.  They 
had  first  had  decisions  in  the  lower  courts. 

In  the  cotton  textile  industry  prior  to  1930,  or  starting  in  1930,  the 
Cotton  Textile  Institute  sought  a  pledge  from  firms  in  the  industry 
not  to  operate  day  shifts  more  than  55  hours  a  week  or  night  shifts 
more  than  50  hours  a  week.  This  was  called  the  55-50  plan,  and  was 
adopted  by  75  percent  of  the  industry.     Later  on  an  attempt  was 
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made  to  eliminate  all  night  operatiolis  in  the  industry,  and  still  later 
the  institute  encouraged  branches  of  the  industry  to  adopt  curtail- 
ment policies;  print  cloth  mills,  for  example,  arranged  to  reduce 
output  from  10  to  50  percent.  The  operation  of  these  agreements 
was  impeded  by  contrary  policies  of  noncooperating  mills. 

Evidence  has  already  been  offered  before  the  committee  of  the 
existence  of  a  proportionate  restriction  of  output  among  producers 
of  copper  in  the  United  States  between  1930  and  1932. 

All  of  these  are  quota-like  arrangements  existing  prior  to  the  codes 
under  the  N.  R.  A.  There  were  also  quota  systems  operating  under 
N.  R.  A.  codes.  Sixty  of  the  codes  placed  Imiits  on  the  number  of 
hours  a  day  or  a  week  that  a  plant  or  machinery  might  be  in  operation. 
Forty-three  of  these  were  in  the  textile  industries,  five  in  the  paper 
industries,  and  there  were  a  dozen  others  including  glass  containers, 
cast-iron  soil  pipe,  sewing  machines,  and  canning  and  packing  ma- 
chinery. The  effect  of  this  arrangement  is  to  establish  quota  limits 
proportionate  to  productive  capacity.  In  some  textile  industries 
permissible  hours  of  operation  were  reduced  by  administrative  action 
below  those  allowed  in  the  code.  The  synthetic  yarn  staples  industry 
was  permitted  to  close  down  entirely  for  a  period  of  8  weeks.  The 
device  restricts  output  to  demand  at  a  current  price  and  gives  each 
firm  a  share  of  the  business. 

There  were  under  five  codes  outright  quota  systems.  The  lumber 
code  set  up  a  code  authority  called  the  Emergepcy  National  Com- 
mittee and  provided: 

That  the  committee  shall  determine,  and  from  time  to  time  revise  and  not 
less  frequently  than  every  three  months,  estimates  ^  expected  consumption, 
including  exports  of  lumber  and  timber  products  of  each  species,  and  based 
thereon  it  shall  have  the  authority  to  establish  and  from  time  to  time  to  revise 
production  quotas  for  the  divisions  of  the  lumber  and  timber  preducts  industries, 
and  by  its  designated  agencies  within  the  divisions  for  the  persons  engaged  in  said 
industries.  Said  quotas  as  between  divisions  shall  be  substantially  in  proportion 
to  the  shipments  of  each  division  during  the  representative  period  to  be  determined 
by  said  committee.  Said  quotas  for  persons  engaged  in  the  industry  shall  be 
determined  by  the  designated  agencies  in  accordance  with  an  equitable  method 
of  allocation  approved  by  the  committee,  whether  on  the  basis  of  shipments, 
existing  hourly  capacity  or  otherwise.  Persons  subject  to  the  jurisdiction  of 
this  code  shall  not  during  the  period  therein  specified  produce  or  manufactOre 
lumber  and  timber  products  in  excess  of  their  respective  allotments  under  the 
quota. 

Dr.  Kreps.  Dr.  Wilcox,  are  all  the  other  quota  systems  under  the 
N.  R.  A.  for  petroleum,  copper,  glass  container,  Atlantic  mackerel 
fishing,  substantially  similar? 

Dr.  Wilcox.  The  arrangements  are  substantially  similar  in  char- 
acter. That  for  the  petroleum  code  is  given  in  article  3,  sections  3 
and  5,  and  in  article  4  of  the  code,  and  provided  for  a  direct  limitation 
on  petroleum  production  on  a  quota  basis,  and  also  for  a  limitation  on 
petroleum  refining. 

Dr.  Kreps.  Would  you  like  to  take  the  materials  you  liave  and 
put  them  together  in  the  form  of  an  exhibit  submitted  for  the  record? 

(The  documents  referred  to  were  marked  "Exhibit  No.  2175"  and 
are  included  in  the  appendix  on  p.  13563.) 

Dr.  Wilcox.  That  exhibit  covers  the  provision  of  the  petroleum 
code  and  a  provision  in  the  copper  code,  where  it  should  be  noted 
that  a  different  situation  obtained;  namely,  the  firms  in  the  industry 
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were  indicated  by  name  and  the  quota  of  each  firm  expressed  in  terms 
of  an  absolute  sum. 

In  the  Atlantic  mackerel  fishing  industry  I  do  not  have  the  exact 
provisions  of  the  code.  That  code  contained  provisions  for  limiting 
the  catch  of  mackerel  to  a  point  where  production  would  balance 
consumer  demand  at  a  price  most  advantageous  to  the  fisherman.  The 
executive  committee  of  the  code  was  empowered  to  estimate  consumer 
demand  and  to  issue  regulations  to  limit  the  catch  of  mackerel  to  that 
figure.  The  committee  successively  placed  a  limit  upon  the  number 
of  pounds  which  any  boat  could  catch  and  sell  on  a  single  trip,  then 
divided  the  boats  into  two  squadrons  each  of  which  was  permitted 
to, fish  on  alternate  weeks,  and  then  limited  the  amount  of  mackerel 
which  could  be  landed  by  any  boat  during  any  one  week. 

The  quota  systems  were  contemplated  but  not  established  in  the 
codes  for  the  cement  industry,  the  iron  and  steel  industry,  the  corru- 
gated and  solid  fiber  shipping  container  industry,  the  cotton  garment 
industry,  the  California  sardine  industry,  the  folding-paper-box  in- 
dustry, the  machine  waste  industry,  the  pulp  and  paper  industry,  and 
the  piano-manufacturing  industry. 

Proposals  for  the  control  of  the  output  of  newsprint  were  later  ad- 
vanced also,  but  were  bitterly  opposed  by  the  newspaper  publishers. 
I  come  now  to  quota  arrangements  existing  since  the  termination  of 
the  N.  R.  A. 

(Senator  O'Mahoney  resumed  the  Chair.) 

The  Chairman.  Now,  can't  we  .lump  those  into  an  exhibit?  You 
see,  we  are  trying  to  shorten  the  time  a  bit.  Dr.  Wilcox.  You  are 
merely  discussing  the  history  of  these  various  associations? 

Dr.  Wilcox.  These  are  all  of  them  quite  recent  cases,  Mr.  Chair- 
man; 1938,  1939,  1940.  That  is,  they  describe  current  practices  in 
the  main  in  important  industries. 

The  Chairman.  Now,  have  you  written  that  out? 

Dr.  Wilcox.  I  have  it  only  in  notes;  I  don't  have  it  in  the  form  at 
the  moment  to  submit  a  copy.  The  first  case  is  that  of  the  Independ- 
ent Refiners  Association  of  California,  knovim  as  the  Pacific  Coast  Oil 
Cartel.  The  background  of  this  case  is  a  quota  arrangement  which 
existed  prior  to  1930  in  California  among  refiners  and  was  outlawed 
by  a  consent  decree  in  that  year.  The  program  was  revived  under 
the  N.  R.  A.  and  the  arrangement  went  by  the  name  of  the  Pacific 
Coast  on  Cartel,  which  is  the  only  case  I  know  of  in  which  the  word 
"cartel"  has  been  used  in  this  country  to  describe  these  arrangements. 

It  was  ended  with  the  Schechter  decision.  The  arrangement  was 
revived  in  1936.  The  General  Petroleum  Corporation  and  six  other 
major  refining  companies  at  that  time  refined  about  70  percent  of  the 
gasoline  on  the  Pacific  coast  and  sold  about  85  percent.  They  were 
members  of  an  association  called  the  Fair  Practices  Association. 
There  were  30  independent  refiners  who  refined  about  30  percent  of 
the  gasoline  and  sold  to  retailers  and  consumers  about  1.5  percent. 
Of  these,  27  are  mem])ers  of  the  Independent  Refiners  Association  of 
California,  Inc.  i 

Some  independents  sold  all  of  their  gasoline  and  all  of  them  sold 

{)art  of  it  to  the  Independent  Refiners  Association.  The  General  Petro- 
eum  Corporation  and  other  majors  bought  large  quantities  of  gasoline 
from  independent  refiners,  largely  through  the  refiners  association, 
at  arbitrarily  high  and  noncompetitive  prices,  in  th^  words  of  the 
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indictment  returned  in  the  District  Court  of  the  United  States  for 
the  Southern  District  of  Cahfornia  on  November  14,  1939. 

This  subsidy  in  efi'ect  was  given  to  the  independents  by  the  majors 
as  an  inducement  not  to  post  lower  prices  than  those  posted'  by  the 
majors.  If  the  posted  price  of  the  independent  was  less  than  a 
certain  figure,  he  was  paid  less  for  his  gasoline  by  the  Independent 
Refiners  Association.  The  Fair  Practices  Association  for  the  majors 
and  the  Independent  Refiners  Association  for  the  independents  made 
surveys  of  prices  posted  by  retailers.  These  surveys  were  used  to 
discover  price-cutting  retailers  who  were  coerced  or  compelled  to  sell 
at  the  prices  set  by  the  suppliers,  either  by  threats  to  suspend  or 
actual  suspension  of  gasoline  deliveries. 

The  plan  included  a  system  of  production  quotas. 

The  Independent  Refiners  Association  assigned,  and  independents 
accepted,  refining  quotas  or  allowables.  The  Independent  Refiners 
Association  advised  each  member  monthly  of  the  estimated  consump- 
tion for  the  next  month,  and  the  percentage  he  could  produce.  These 
percentages  were  substantially  the  same  as  those  which  obtained 
under  the  N.  R.  A.  code. 

Another  case  of  a  trade  association  functioning  as  a  quota  cartel 
is  that  of  the  Standard  Container  Manufacturers  Association,  which 
is  outlined  in  the  hearings  before  this  committee  at  page  2358. 
Another  case  is  indicated  in  an  information  filed  in  the  District 
Court  of  the  United  States  for  the  Western  District  of  South  Carolina, 
Greenville  Division,  on  January  2,  1940;  in  this  case  five  men,  mem- 
bers of  the  curtailment  program  committee  in  charge  of  the  print 
cloth  curtailment  program  of  the  print  cloth  industry,  which  includes 
75  cotton  mills  owned  and  operated  by  approximately  68  firms  engaged 
in  the  manufacture  of  print  cloths,  between  March  and  September 
1939,  induced  print  cloth  mills  representing  not  less  than  95  percent 
of  all  looms  operating  in  the  United  States  on  print  cloths,  to  partici- 
pate in  a  print  cloth  curtailment  program  which  required  each  mill 
to  curtail  production  of  such  print  cloth  during  the  months  of  July 
to  September  1939  to  not  more 

The  Chairman  (interposing).  I  assume  you  mean  it  is  alleged 
that  this  was  done? 

Dr.  Wilcox.  I  do  mean  that.  I  should  have  said  it  is  alleged  by 
this  information  that,  and  so  forth. 

Mr.  Pike.  That  is  true  in  that  Independent  Refiners  Association? 

Dr.  Wilcox.  That  is  also  true  in  the  Independent  Refiners  Associa- 
tion case.  The  other  case  I  mentioned  is  a  cease  and  desist  order 
issued  in  that  case.  To  resume,  to  limit  production  during  this 
period  to  not  more  than  75  percent  of  what  otherwise  would  be  the 
normal  production  of  such  mill  for  such  period,  and  during  such 
period  to  limit  all  sales  of  such  goods  produced  and  not  to  sell  or 
otherwise  dispose  of  any  stocks  or  inventories  except  as  authorized 
by  the  members  of  the  committee. 

I  should  hke  to  offer  for  submission  a  public  statement  made  by 
the  Department  of  Justice  on  June  27,  1939,  relative  to  the  activities 
of  management  engineering  firms,  in  the  administration  of  trade 
associations. 

The  Chairman.  Is  it  desired  to  make  that  part  of  the  record?  It 
seerns  to  the  Chair" that  it  might  well  be. 

Dr.  Kreps.  I  think  it  ought  to  be  submitted  as  an  exhibit. 


13336       CONCENTRATION  OF  ECONOMIC  POWER 

The  Chairman.  It  will  be  admitted  as  an  exhibit  if  there  is  no 
objection. 

(The  statement  referred  to  was  marked  "Exhibit  No.  2176"  and  is 
included  in  the  appendix  on  p.  13573.) 

Dr.  Wilcox.  I  had  intended  to  read  that  but  am  merely  submitting 
it  to  save  time.  I  should  like  to  go  into  a  Uttle  more  detail  in  one  case. 
This  is  the  case  of  the  National  Container  Association,  and  my 
information  is  drawn  from  an  indictment  returned  in  the  District 
Court  of  the  United  States  for  the  Southern  District  of  New  York 
on  August  9,  1939.  In  this  indictment  it  is  charged  that  the  Steven- 
son Corporation  of  New  York,  of  which  Charles  R.  Stevenson  is 
president,  doing  business  under  the  firm  name  of  Stevenson,  Jordan 
&  Harrison,  is  engaged  in  the  business  of  organizing,  advising,  direct- 
ing, and  managing  trade  associations.  It  provides  from  its  staff  the 
officials  who  manage  the  affairs  of  the  National  Containers  Association 
and  12  regional  container  associations. 

The  110  members  of  the  national  association  and  165  members  of 
the  regional  associations  are  engaged  in  the  business  of  manufactm'ing 
and  distributing  shipping  containers  and  other  products  made  from 
corrugated  and  solid  fiberboard.  The  Stevenson  Corporation  ap- 
plied in  its  administration  of  this  trade  association  what  was  called  the 
basic  unit  principle  or  basic  unit  plan,  which  involved  the  preparation 
(Jf  industry  estimating  manuals  containing  formulas,  factors,  and  differ- 
entials which  cover  all  items  of  cost,  including  the  cost  of  materials, 
charges  for  manufacturing  operations  and  charges  for  delivery. 

These  formulas,  factors,  and  differentials  do  not  represent  the  costs 
of  any  manufacturer,  but  are  arbitrary  amounts  agreed  on  by  the 
members  of  the  association  with  the  active  participation  and  advice 
of  its  officials.  They  are  used  in  estabUshing  selling  prices.  The 
associations  and  the  staff  members  of  Stevenson,  Jordan  &  Harrison 
ui^ed  association  members  to  use  the  manual,  dissuaded  them  from 
using  their  actual  costs  as  a  basis  of  selling  prices,  and  insisted  that  the 
arbitrary  figures  be  used. 

The  Chairman.  The  presentation  of  this  matter  and  similar 
matter,  of  course,  is  not  to  be  understood  as  indicating  any  beUef  on 
your  part  that  there  was  an  actual  violation  of  law,  or  that  the  com- 
mittee in  itself  is  intimating  that  there  was  such  a  violation? 

Dr.  Wilcox.  That  is  true. 

The  Chairman.  I  presume  that  you  are  presenting  this  merely  as 
illustrative  matter;  whether  or  not  there  was  a  violation  involved 
wiU  be  determined  by  the  courts. 

Dr.  Wilcox.  That   is   true. 

According  to  the  indictment  the  arrangement  is  enforced  by  a  plan 
of  invoice  or  order  analysis,  each  association  member  submitting  to  his 
regional  association  copies  of  invoices  or  orders  giving  complete 
details  on  every  sale. 

The  regional  association  officials  keep  records  to  insure  submission 
of  this  information  and  follow  up  members  failing  to  submit  it ;  verify 
the  information  submitted,  and  apply  the  formulas,  factors,  and  differ- 
entials contained  in  the  industry  estimating  manual  to  the  member's 
prices  to  determine  if  he  is  adhering  to  them  in  fixing  his  charges. 

It  was  necessary  to  reduce  these  prices  to  a  basic  unit  because  the 
products  manufactured  by  the  industry  are  made  to  order  in  many 
different  styles  and  types.     The  arrangement  enafaies  each  member  to 
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compare  his  prices  with  the  average  of  the  industry.  The  association 
sometimes  furnished  members  with  .hsts  of  invoices  whose  basic  unit 
was  below  the  average.  They  prepared  and  disseminated  among 
members  reports  and  charts  comparing  each  member's  base  unit  with 
the  average.  These  reports  and  charts  were  discussed  at  frequent 
meetings  of  regional  associations  and  members  with  base  prices  below 
the  average  were  urged  to  raise  them. 

The  records  of  members  were  checked  by  traveling  auditors  and 
engineers,  employees  of  Stevenson,  Jordan  &  Harrison  to,  verify  in- 
formation submitted,  call  attention  to  below-average  prices,  and  pro- 
mote the  use  of  the  industry-estimating  manual.  The  members 
filed  prices  which  were  not  revealed  to  buyers  or  to  the  public. 

The  arrangement  also  involved,  accorduig  to  the  indictment,  a  plan 
variously  designated  as  prorationing  of  business,  equitable  sharing  of 
available  business,  and  live  and  let  live  system  designed  to  limit  pro- 
duction by  assigning  a  quota  to  each  member.  Stevenson,  Jordan  & 
Harrison  made  surveys  of  the  volume  of  business  transacted  by  asso- 
ciation members  during  normal  or  base  periods,  usually  3  years,  to 
determiae  the  proportion  of  business  transacted  by  each  member 
within  each  zone.  They  assigned  to  each  member  a  quota,  a  fixed 
percentage  of  the  total  volume  of  business  transacted  within  the  zone. 
The  association  members  agreed  that  each  would  accept  and  adhere 
to  the  quota  and  supply  invoice  copies  and  other  reports  to  regional 
associations  in  order  to  enable  Stevenson,  Jordan  &  Harrison  to  deter- 
mine whether  members  were  in  fact  adhering  to  their  quotas.  The 
association  staffs  prepared  periodic  reports  and  graphic  charts  show- 
ing combined  volume  of  deliveries  in  each  zone,  and  deliveries  of  each 
member  in  the  zone  every  2  weeks  and  for  the  current  year. 

The  Chairman.  Now  this  was  clearly,  even  as  alleged,  an  attempt 
upon  the  part  of  these  members  to  adjust  productive  capacity'  to 
consumption  in  such  a  manner  as  to  enable  those  who  were  distributing 
the  commodity  to  operate  at  a  profit? 

Dr.  Wilcox.  It  is  a  plan  designed  to  divide  the  business  among  the 
participants,  as  it  is  here  described,  yes. 

The  Chairman.  Well,  it  is  based  upon  the  assumption  that  there  is 
an  oversupply? 

Dr.  Wilcox.  That  is  right. 

The  Chairman.  And  that  if  that  supply  were  increased  and  if  each 
of  the  members  were  to  produce  at  capacity,  -it  would  make  it  impoa- 
sible  for  any  of  the  members  to  operate  at  a  profit? 

Dr.  Wilcox.  Yes. 

The  Chairman.  In  other  words,  it  is  the  same  idea  which  is  behind 
all  cartel  organizations  and  behind  a  great  mMiy  trade  associations 
which  deal  in  the  problem  of  adjusting  the  production  to  consump- 
tion? 

Dr.  Wilcox.  That  is  right. 

The  Chairman.  It  describes  one  method  of  obtaining  an  objective 
which  from  time  immemorial  has  been  sought  by  organizations  of 
producers  and  merchants? 

Dr.  Wilcox.  This  as  described  is  an  elaborated  cartel  arrangement. 
The  assumption  on  which  all  such  arrangements  are  baaed,  that  there 
is  such  a  thing  as  a  fixed  demand,  or  a  fixed  consumption,  that  would 
not^grow  if  you  reduced  the  price,  I  think  is  open  to  question,  but  I 
won't  take  the  time  of  the  committee  to  go  into  that. 
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The  Chairman.  That  is,  as  you  say,  a  matter  of  debate  and  con- 
sideration, but  we  have  a  phenomenon  here  manifesting  certain 
adjustments  of  Government  to  business  practice.  The  manner  of 
Government  adjustment  varies  in  different  countries  and  according 
to  the  law  that  may  be  passed  for  the  occasion.  We  have  seen 
that  change  in  the  United  States  when  the  provisions  of  the  anti- 
trust law  have  on  numerous  occasions  been  waived  for  certain  objec- 
tives. 

They  were  waived  for  the  purposes  of  the  Webb-Pomerene  Act, 
which  we  were  discussing  throughout  this  hearing.  They  were  waived 
under  the  N.  R.  A.  They  have  been  waived  in  the  shipping  act  and 
so  forth.  It  has  been  the  theory  of  Congress  that  certain  combina- 
tions which  would  be  in  restraint  of  trade  if  they  were  made  in  the 
United  States  should  be  permitted  in  the  world  trade,  and  in  some 
phases  of  domestic  trade,  and  Government  has  on  occasion  joined 
in  giving  its  approval  to  cartel  organizations  of  this  character.  In 
this  particular  instance  it  would  appear  that  this  particular  group 
were  endeavoring  to  work  out  some  such  organization  in  the  industries 
which  happen  to  appeal  to  them  for  advice  and  management,  is  that 
correct? 

Dr.  Wilcox.  That  is  true. 

Dr.  Kreps.  Do  you  have  a  list? 

Dr.  Wilcox.  I  have  just  another  word  to  complete  the  picture  of 
this  arrangement.  They  assigned  each  member  a  ^uota,  a  fixed  per- 
centage of  the  volume  of  busmess  transacted  within  the  zone.  The 
association  members  agreed  that  each  would  accept  and  adhere  to  a 
quota.  The  association  staffs  prepared  periodic  reports  and  graphic 
charts  showing  the  combined  volume  of  deliveries  in  each  zone  and 
the  deliveries  of/each  member  in  the  zone  everyjj2  weeks,  and  for  the 
current  year,  and  comparing  the  percentage  of  sales  actually  made  by 
each  member  with  his  quota. 

The  reports  were  circulated  among  members  of  the  associations, 
presented  and  discussed  at  frequent  meetings  of  regional  associations; 
the  regional  association  secretaries  who  were  employees  of  Stevenson, 
Jordan  &  Harrison  attended  meetings,  urged  the  members  to  adhere 
to  their  quotas,  and  urged  those  exceeding  quotas  to  curtail  output. 
Travehng  auditors  and  engineers  from  Stevenson,  Jordan  &  Harrison 
verified  records  of  reports  of  members  and  brought  production  in 
excess  of  quota  to  the  attention  of  members. 

Members  filed  with  regional  associations  memoranda  stating  that 
they  had  obtained  contracts  or  orders  from  certain  customers.  Asso- 
ciation secretaries  disseminated  this  information  among  members  with 
the  understanding  that  they  would  not  compete  for  this  business. 
That  ends  the  description  as  given  in  the  indictment  of  the  arrange- 
ment alleged  to  obtain  in  the  case  of  the  National-  Container 
Association. 

The  Chairman.  Now,  of  course,  it  is  altogether  possible  that  those 
who  were  indicted  might  contend  that  that  was  an  utterly  erroneous 
interpretation  of  what  they  were  trying  to  do. 

Dr.  Wilcox.  That  is  tfue. 

The  Chairman.  And  that  may  be  the  case  also  with  respect  to 
other  pending  cases  which  you  have  cited? 

Dr.  Wilcox.  Yes. 
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Dr.  Kreps.  They  may  contend  that  this  did  not  fall  within  the  pro- 
visions of  the  antitrust  law,  but  would  they  tend  to  deny  the  essential 
nature  of  the  cooperation  which  is  the  point  at  issue  here? 

Tha  Chairman.  Of  course,  we  can't  prejudge  that  at  all.  That 
^,  ould  be  wholly  ex  parte,  and  as  a  matter  of  fact  I  may  say  the  Chair 
has  been  wondering  whether  matters  of  this  kind  actually  should  be 
admitted  to  the  record  in  the  absence  of  the  persons  who  are  charged . 
This  inquiry  is  not  exactly  a  reportorial  institution  to  report  cases 
which  have  been  filed  in  courts.  I  just  wanted  to  make  it  clear  that 
there  should  be  no  conclusion  from  the  presentation  of  these  matters 
that  any  of  these  allegations  are  in  the  shghtest  degree  true. 

Dr.  Wilcox.  I  am  not  intending  to  express  my  opinion  on  the  point 
of  whether  or  not  these  arrangements,  if  they  do  exist,  are  in  violation 
of  the  antitrust  laws,  and  I  am  not  asserting  of  my  own  knowledge 
that  they  do  exist.  I  am  saying  that  if  an  arrangement  such  as  that 
described  here  does  exist,  it  might  properly  be  defined  as  a  quota 
cartel. 

Dr.  Kreps.  The  materials  which  you  have  been  discussing  repre- 
sent true  bills  of  indictment,  do  they  not? 

Dr.  Wilcox.  That  is  true. 

Dr.  Kreps.  Each  has  been  found  a  true  bill  by  a  grand  jury. 

The  Chairman.  I  know,  but  indictments  are  not  proof  of  guilt. 
This  committee  can't  pretend  to  regard  it  as  such.  Of  course,  we  have 
had  the  broadest  latitude  in  the  presentation  of  evidence  and  views 
and  opinions  here.  My  comment  upon  this  matter  has  been  to  make 
it  altogether  dear  that  the  presentation  of  an  indictment  and  the 
reading  of  these  charges  shall  not  be  construed  in  any  sense  as  imply- 
ing any  judgment  upon  the  part  of  the  committee,  and  I  hope  on  the 
part  of  the  witness. 

Dr.  Wilcox.  Quite  so.  Similar  arrangements  are  alleged  to  have 
existed  in  an  indictment  brought  in  the  District  Court  of  the  United 
States  for  the  Southern  District  of  New  York  on  July  20,  1939,  in  the 
case  of  the  Kraft  Paper  Association,  also  administered  by  the  firm 
of  Stevenson,  Jordan  &  Harrison.  I  should  like  to  offer  for  inclusion 
in  the  record  an  excerpt  from  a  pamphlet  written  by  Charles  R. 
Stevenson,  head  of  the  firm  of  Stevenson,  Jordan  &  Harrison,  and 
published  by  that  firm.  The  relevancy  of  this  is  that  it  indicates 
the  point  of  view  toward  this  plan  taken  by  the  head  of  the  organ- 
ization. 

The  Chairman.  I  don't  think  that  we  will  admit  that,  if  the  witness 
will  coincide  in  our  pleasure. 

Dr.  Wilcox.  I  have  a  more  recent  quotation  from  the  writings 
of  the  same  gentleman  which  will  also 

The  Chairman.  I  don't  think  it  is  relevant  here.  This  man  is 
apparently  under  indictment  and  if  the  committee  is  to  hear  his  views 
they  should  be  heard  from  him  and  not  by  selection  from  any  of  his 
records. 

Dr.  Wilcox.  I  have  also  a  list  of  trade  associations  whose  affairs 
are  administered  in  whole  or  in  part  by  the  firm  of  Stevenson,  Jordan 
&  Harrison. 

The  Chairman.  I  think  we  will  pass  that;  it  is  not  material  at 
this  point. 

Dr.  Wilcox.  I  don't  mean  to  suggest  that  the  same  plans  exist 
in  the  thirty  other  associations  in  the  list. 
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Analagous  arrangements  apparently  exist  in  the  anthracite  coal 
industry.  1  qiioto  from  the  New  York  Times  for  January  14,  1940, 
which  says  that  a  program  for  allocating  production  in  Pennsylvania's 
50,000, 000-tons-a-year  anthracite  industry  has  been  proposed;  each 
operating  company  would  mine  a  fixed  number  of  tons  each  week; 
the  potential  weekly  demand  would  be  worked  out  in  advance  and 
divided  among  producers  on  a  tonnage  basis. 

And  I  have  here  several  excerpts  from  the  Black  Diamond,  a 
trade  publication  of  the  industry,  dated  1939,  March  11  to  November 
18,  which  I  shall  not  take  the  time  to  read,  but  merely  summarize 
by  saying  that  they  indicate  that  all  during  1939  from  week  to  week 
a  common  arrangement  was  arrived  at  to  shut  down  the  operation 
of  anthracite  mines  to  a  certain  number  of  days  per  week. 

The  Chairman.  What  is  the  document? 

Dr.  Wilcox.  These  are  quotations  from  the  Black  Diamond,  the 
trade  pubHcation  of  the  anthracite  industry.  In  the  oil  industry  the 
State  proration  laws  plus  the  interstate  compact,  plus  the  Federal 
ConnaUy  Hot  Oil  Act  as  renewed,  of  course  set  up  a  quota  arrange- 
ment governing  the  production  of  petroleum. 

The  Chairman.  That,  of  course,  was  an  instance  where  govern- 
ment by  law  adopted  the  quota  system  of  adjustment  of  production 
to  demand. 

Dr.  Wilcox.  That  is  right,  but  it  is  properly  to  be  defined  as  a 
cartel.     I  should  like  to  present 

The  Chairman  (interposing).  Well,  it  makes  it  clear,  let  me  add, 
that  there  is  no  moral  turpitude  necessarily  involved  in  the  establish- 
ment of  quotas,  whether  those  quotas  are  established  by  preairange- 
ment  of  the  corporations  engaged  in  production  or  whether  they  are 
established  by  the  Government.  Our  problem  is  one  of  determining 
what  arrangement  is  best  in  the  public  interest. 

Dr.  Wilcox.  Quite  so.  It  may  be  inferred  that  an  analogous 
arrangement  exists  among  the  major  meat-packing  concerns  in  the 
United  States.  I  should  like  to  have  submitted  as  an  exhibit  a  table 
which  was  prepared  by  Prof.  William  H.  NichoUs,  of  Iowa  State  Col- 
lege, and  presented  in  a  paper  which  he  read  before  the  American 
Farm  Economics  Association  in  December  1939,  and  is  to  be  published 
in  February  in  the  proceedings  of  that  association.  What  Professor 
Nicholls  has  done  is  to  study  the  purchases  of  livestock  in  the  major 
livestock  markets  over  the  period  1931  to  1937  and  compare  the 
figures  which  he  has  thus  obtained  with  figures  obtained  in  earlier 
studies  of  the  same  problem  by  the  Federal  Trade  Commission. 
These  give  percentages  of  purchases  of  hogs  by  the  major  packers  in 
these  markets,  as  percentages  of  the  total  purchases  by  these  packers, 
not  as  percentages  of  the  total  purchases  in  the  market.  That  is,  it 
shows  the  distribution  of  their  purchases  Among  themselves.  It  may 
be  coinmented  that  the  figures  show  a  remarkable  uniformity  of  per- 
centage of  purchases  over  time  stretching  from  1906  down  to  1937  in 
each  of  these  markets. 

Dr.  Wilcox.  In  his  paper.  Professor  Nicholls  showed  that  a  similar 
situation  obtained  in  cormection  with  other  types  of  livestock. 

Mr.  Pike.  You  infer  there  must  be  some  collusion? 

Dr.  Wilcox.  Professor  Nicholls  in  his  paper  refers  to  that  point  and 
quotes  representatives  of  the  pack^s  as  denying  that  collnsion  exists. 
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They  explain  it  in  terms  of  customary  behavior.  I  have  no  knowledge 
as  to  the  basis. 

Dr.  Kreps.  Mr.  Chairman,  I  offer  this  as  an  exhibit. 

The  Chairman.  The  exhibit  may  be  received. 

(The  table  referred  to  was  marked  "Exhibit  No.  2177"  and  is  in- 
cluded in  the  appendix  on  p.  13575.) 

Dr.  Wilcox.  I  would  suggest  also  that  similarly  uniform  percent- 
ages of  sharing  business  over  time  are  revealed  by  "Exhibits  Nos.  1687 
and  1704"  in  the  record  of  the  hearings  before  this  committee,  deahng 
with  the  shares  of  participants  in  security  issues  of  the  American 
Telephone  &  Telegraph  Co.^ 

Also  referring  to  earlier  hearings  before  this  committee,  it  was 
asserted  before  the  committee  in  connection  with  the  hearings  on  the 
glass-container  industry  that  the  licenses  granted  to  glass-container 
manufacturers  to  use  glass-container  machinery  under  the  patents 
owned  by  the  Hartford-Empire  Co.,  in  some  cases  restricted  the  areas 
in  which  they  could  sell  or  the  quantities  that  they  could  produce.^ 

In  the  incandescent  electric  lamp  industry,  according  to  a  report 
issued  by  the  United  States  Tariff  Commission,  Report  No.  133, 
second  series,  1939,  the  Westinghouse  Electric  Co.  pays  the. General 
Electric  Co.  a  royalty  of  1  percent  on  sales  of  lamps  which  do  not 
exceed  25.4  percent  of  the  combined  lamp  sales  of  the  two  concerns. 
It  pays  a  royalty  of  30  percent  on  sales  made  in  excess  of  this. 

Quoting  the  report: 

The  prices,  terms  and  conditions  of  sales  at  which  the  Westinghouse  Company 
is  entitled  to  seU  lamps  made  under  license  pf  General  Electric  patents  are  fixed 
by  the  General  Electric  Company. 

The  five  other  licensed  assemblers  are  prohibited  from  making  and 
selling  lamps  for  export.  They  pay  a  royalty  of  3}^  percent  on  lamp 
sales  which  do  not  exceed  a  certain  percentage  of  General  Electric 
sales.  They  are  required  to  pay  an  additional  royalty  of  20  percent 
on  sales  made  in  excess  of  their  stipulated  shares. 

In  both  of  these  cases,  the  basis  of  the  sharing  of  the  market  appar- 
ently lies  in  a,  patent  rather  than  in  a  formal  organization  of  the 
participants. 

As  to  the  seventh  major  type  of  cartel  ariangement  mentioned  by 
Von  Beckerath,  those  which  enforce  market  sharing  by  pooling 
arrangements,  there  are  certain  cases  that  might  be  included.  Again, 
an  indictment  in  the  case  of  the  Engineering  Survey  &  Audit  Co. 
returned  in  the  District  Court  of  the  United  States  for  the  Ea,stern 
District  of  Louisiana 

Dr.  Kreps  (interposing).  Do  you  have  there  the  actual  court  case 
as  opposed  to  an  indictment? 

Dr.  Wilcox.  This  is  the  only  case  which  I  have  that  shows  a 
pooling  arrangement.     Shall  I  proceed? 

Dr.  Kreps.  Proceed  to  the  next  topic. 

Dr.  Wilcox.  To  the  next  category? 

Dr.  Kreps.  Yes. 

Dr.  Wilcox.  I  quote  a  paragraph  from  a  paper  read  before  the 
American  Economic  Association,  December  1939,  by  Mr.  Corwin 
Edwards. 

The  California  Marketing  Act  permits  the  state  director  of  agriculture  with  the 
assent  of  65  per  cent  of  the  producers  and  65  per  cent  of  the  handlers  by  volume 

I  Included  in  Hearings,  Put  23. 
See  Hearings,  Part  2. 
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to  limit  the  quantity  of  any  agricultural  commodity  processed,  to  allot  the  amounts 
which  may  be  purchased  by  distributors,  to  apportion  the  quantities  which  each 
processor  may  process,  to  establish  reserve  pools  of  the  commodity,  and  to  appor- 
tion the  proceeds  of  the  sale  of  such  pools. 

(Mr.  O'Connell  assumed  the  Chair.) 

Dr.  Wilcox.  There  are  a  few  other  cases  in  which  penalty  pro- 
visions appear  to  have  been  employed  for  the  purpose  of  enforcmg 
quota  arrangements.  These,  of  course,  would  operate  to  make  the 
quota  arrangement  more  effective.  One  of  these  was  proposed  for 
the  American  Institute  of  Steel  Construction  in  1934  in  testimony 
before  the  Senate  Committee  on  Manufactures  by  the  president  of 
that  mstitute,  who  proposed  a  plan  to  ration  the  available  business 
without  being  in  violation  of  any  Federal  or  State  laws. 

The  reasonable  ratio  of  each  member's  business  to  the  total  busi- 
ness would  be  determined  on  the  basis  of  productive  capacity.  If 
any  member's  output  exceeded  this  reasonable  ratio,  he  would  have 
to  pay  extra  dues  to  the  Association  on  the  excess,  in  the  belief  that 
where  a  member  profits  from  the  research  and  promotion  work  of  the 
institute,  he  should  be  required  to  pay  that  penalty. 

Of  this  plan,  Burns  in  his  book  on  The  Decline  of  Competition,  says: 

-  The  scheme  proposed  was  in  fact  an  agreement  to  distribute  quotas,  to  impose 
fines  for  exceeding  the  quota,  and  presumably  bonuses  for  failure  to  attain  the 
quota. 

There  is  no  evidence  that  the  plan  was  eVer  put  into  operation. 

Acting  Chairman  O'Connell.  Was  it  proposed,  that  the  Govern- 
ment aid  in  the  imposition  of  the  penalties,  or  that  they  merely  exempt 
that  situation  from  the  antitrust  laws,  and  that  the  penalties  be  im- 
posed by  the  industry? 

Dr.  Wilcox.  They  stated  it  was  their  beUef  that  the  plan  would  not 
be  in  violation  of  any  Federal  or  State  law. 

Acting  Chairman  O'Connell.  What  were  tliey  proposing? 

Dr.  Wilcox.  The  proposal  was  that  of  allocating  output  and  charg- 
ing extra  association  dues  to  those  who  exceeded  the  output. 

Acting  Chairman  O'Connell.  I  mean  why  was  it  necessary  to 
present  a  plan  before  a  congressional  committee  if  there  was  not  legis- 
lation in  contemplation? 

Dr.  Wilcox.  This  was  the  committee  which  held  hearings  on  the 
estabhshment  of  a  national  economic  council.  It  was  a  discussion  of 
economic  planning. 

Penalty  provisions  also  appeared  in  the  case  of  15  N.  R.  A.  codes 
in  the  guise  of  liquidated  damages  provisions.  It  was  agreed  that 
certain  amoimts  of  money  were  to  be  paid  by  those  who  violated  the 
codes  as  dainages  for  having  injured  the  other  participants,  but  if 
those  Uquidated  damages  provisions  are  read,  it  becomes  apparent 
that  they  amount  in  reaUty  to  a  penalty  in  each  of  these  cases. 

I  will  give  only  one  example,  that  appears  in  the  Iron  and  Steel 
Code,  article  X,  section  2,  in  which  it  says: 

Recognizing  that  the  violation  by  any  member  of  the  code  of  any  provision 
will  disrupt  the  normal  course  of  fair  competition  in  the  industry  and  cause  serious 
damages  to  other  members,  and  that  it  will  be  impossible  fairly  to  assess  the 
amount  of  such  damage,  it  is  hereby  agreed  by  and  among  all  members  of  the 
code  that  each  member  of  the  code  which  shall  violate  any  such  provision  shall 
pay  to  the  treasurer  as  and  for  liquidated  damages,  the  sum  of  ten  doUars  per 
ton  of  any  such  products  sold  by  such  member  in  violation  of  such  provision. 
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Mr.  Pike.  That  would  be  prohibitive,  of  course? 

Dr.  Wilcox.  In  the  case  of  steel,  jes;  and  that  is  true,  I  think,  of 
the  14  other  codes  in  which  this  occurs. 

I  have  only  two  other  cases  which  come  since  the  N.  R.  A.,  and 
both  of  these  are  already  in  evidence  in  the  hearings  of  the  committee. 
The  one  is  the  case  of  the  California  Lumbermen's  Council,  which 
appears  on  pages  2343  to  2344  of  the  committee's  hearings,  and  in- 
volves a  penalty  for  the  enforcement  of  division  of  territory.  The 
other  is  the  case  of  the  California  rice  industry  which  appears  on 
pages  2340  to  2342  of  the  hearings,  and  involves  a  pecuniary  penalty 
for  production  in  excess  of  an  assigned  quota  among  rice  millers  in  the 
State  of  California. 

Acting  Chairman  O'Connell.  In  connection  with  which  of  our 
hearings  did  that  appear?  Was  that  in  connection  with  the  Federal 
Trade  Commission? 

Dr.  Wilcox.  That's  right;  Part  5-A,  "Federal  Trade  Commission 
Report  On  Monopolistic  Practices  In  Industries." 

I  have  one  final  point  which  relates  to  a  final  step  in  making  a  cartel 
arrangement  completely  effective.  The  possible  weakness  of  a  quota 
cartel  set-up  is  this:  It  restricts  production  to  a  point  where  it  estab- 
Ushes  prices  that  will  give  profits  to  every  firm  in  the  industry.  It 
gives  a  quota  to  each  firm.  Every  firm  gets  business  and  makes 
money.  The  industry  becomes  attractive  to  outsiders.  New  units 
are  estabhshed;  they  undercut  established  prices  and  restore  compe- 
tition, or  they  must  be  taken  into  the  scheme  and  given  a  quota. 
Shares  of  the  earlier  firms  in  the  limited  volume  of  sales  are  thereby 
reduced.  To  complete  the  system,  then,  and  make  it  continue  in 
effect,  it  is  necessary  to  restrict  entry  into  the  field.  This,  of  course, 
involves  the  abandonment  of  freedom  of  enterprise.  It  also  requires 
cooperation  of  the  Government.  Unless  the  Government  participates, 
it  is  impossible  effectively  to  restrict  entry. 

Mr.  Pike.  Even  sometimes  if  the  Government  does  participate  as 
in  the  N.  R.  A.  when  people  entered  the  pants-pressing  business? 

Dr.  Wilcox.  That  is  true. 

Fifty-four  of  the  N.  R..  A.  codes  provided  for  limitations  on  capacity; 
that  is,  limitations  on  the  opening  of  new  plants,  the  construction  of 
new  capacities,  the  moving  of  equipment  from  one  location  to  another 
or  the  conversion  of  old  equipment  to  new  uses,  or  provided  for 
the  consideration  of  such  limitation. 

One  code  prohibited  the  manufacture  of  specified  products  by 
members  of  the  industry  who  had  not  been  producers  of  such  products 
for  2  years  prior  to  the  effective  date  of  the  code;  nobody  who  had  not 
been  producing  a  thing  before  was  allowed  to  enter  into  its  production. 
That  was  the  candle-manufacturing  code. 

One  code  contained  a  prohibition  of  expaiision  of  capacity.  That 
was  the  iron  and  steel  code,  in  which  it  was  asserted  that  it  is  the  con- 
sensus of  opinion  in  the  industry  that  such  capacity  should  not  be 
increased. 

Mr.  Pike.  On  that  iron  and  steel  thing,  I  didn't  understand  that 
$10  penalty,  whether  it  was  a  matter  of  keeping  up  quotas  or  a  matter 
of  breaking  prices. 

Dr.  Wilcox.  They  did  not  have  a  quota  system;  it  was  a  matter  of 
controlling  the  price. 
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Let  me  go  back  to  this  capacity  provision,  article  V,  section  2,  of  the 
Iron  and  Steel  Code: 

It  is  the  consensus  of  opinion  in  the  industry  that,  until  such  time  as  the 
demand  for  its  products  cannot  adequately  be  met  by  the  fullest  possible  use  of 
existing  capacities  for  producing  pig  iron  and  steel  ingots,  such  capacities  should 
not  be  increased.  Accordingly,  unless  and  until  the  code  shall  have  been  amended 
as  hereinafter  provided,  so  as  to  permit  it,  none  of  the  members  of  the  code  shall 
initiate  the  construction  of  any  new  blast  furnace  or  open  hearth  or  Bessemer 
steel  capacity. 

In  24  codes,  authorization  of  some  Government  agency  was  required 
for  the  installation  of  new  capacity.  In  26  codes  provision  was  made 
for  the  members  of  the  industry  to  appeal  to  the  N.  R.  A.  for  the  im- 
position of  a  plan  to  limit  new  capacity. 

Acting  Chairman  O'Connell.  Those  provisions  under  N.  R.  A. 
were  upon  the  then  members  of  the  industry.  Could  not  an  outsider 
have  come  in  and  installed  some  additional  capacity  in  steel? 

Dr.  Wilcox.  In  steel  it  was  only  upon  members  of  the  industry. 

Acting  Chairman  O'Connell.  Wh^,t  about  the  others?  My 
general  impression  was  that  they  could  not  in  those  other  cases  have 
prevented,  by  virtue  of  the  code  itself,  new  enterprise. 

Dr.  Wilcox.  I  am  not  certain  whether  they  could  have  done  so  or 
not  effectively.  I  believe  in  many  of  these  cases  it  was  their  clear 
intention  to  do  so. 

Acting  Chairman  O'Connell.  Oh,  yes;  I  understand  that,  but  to  be 
really  effective  it  seems  to  me  we  get  to  the  additional  sanction  which 
you  refer  to,  that  is,  Government  in  the  picture  to  the  extent  of 
requiring  a  certificate  of  convenience  for  almost  anyone  to  go  into  any 
industry. 

Dr.  Wilcox.  That  is  right.  The  Cement  Code  Authority  was 
authorized  by  its  code  to  formulate  a  proposal  to  close  down  and 
amortize  less  economical  plants,  that  is,  not  only  keep  out  new  plants 
but  buy  up  and  close  plants  in  existence. 

Mr.  Pike.  A  central  authority  to  do  that? 

Dr.  Wilcox.  It  was  authorized  to  formulate  a  proposal.  It  was 
never  done. 

Acting  Chairman  O'Connell.  I  take  it  in  order  to  bring  such  a 
program  to  fruition  the  price  structure  would  have  to  be  such  as  to 
amortize  the  units  which  were  obsolete  and  put  them  out  of  existence. 

Dr.  Wilcox.  Quite  so,  and  it  would  also  be  necessary  to  prevent 
new  ones  from  coming  in.  I  mean,  those  two  things  would  have  to 
work  together. 

Twentyvone  manufacturers  of  paper-board  presented  a  plan  to  buy 
up  and  dfose  down  marginal  plants.  That  was  never  adopted,  but 
that  gives  an  indication  of  the  direction  in  which  the  thought  of  these 
industries  was  running. 

These  plans  are  designed  to  exclude  potential  competitors  and 
protect  existing  firms,  to  prevent  the  expansion  of  one  firm  at  the 
expense  of  another,  the  relocation  of  business,  the  redistribution  of 
business  on  the  basis  of  changing  efl&ciency;  in  effect,  they  would 
operate  to  freeze  the  existing  competitive  situation,  which  is  the  ulti- 
mate objective  of  cartelization. 

The  finalcomment  that  I  should  like  to  make  is  that  about  as  com- 
plete a  cartel  picture  as  one  can  find  anywhere  is  to  be  obtained  by  a 
reading  of  the  N.  R.  A.  Code  for  the  iron  and  steel  industry,  which 
outlawed  12  practices  as  unfair  and  provided  that  any  other  practices 
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which  the  board  of  directors  by  a  three-quarters  vote  declared  to  be 
unfair  should  constitute  a  violation  of  the  code,  which  in  effect  gave 
them  the  power  of  legislation;  regulated  terms  of  sale;  contained 
detailed  regulations  of  the  pricing  system;  required  the  filing  of  base 
prices  with  a  waiting  period;  i^ave  the  code  authority  power  to  reject 
a  filed  price  as  imfair,  estabhshed  uniform  deductions  and  required 
miiform  extras;  required  sale  on  the  basis  of  dehvered  prices  calcu- 
lated from  common  basing  points  according  to  a  specified  formula, 
and  that  sale  be  made  only  through  distributors  selected  according  to 
standards  estabhshed  by  the  code  authority;  maintaiued  resale 
prices;  provided  for  the  later  estabhshment  of  a  quota  system;  pro- 
hibited the  introduction  of  new  productive  capacity;  and  was  enforced 
by  a  system  of  reports  and  audits,  by  provisions  for  liquidated  damages 
which  penalized  violation,  and  by  a  Federal  statute  which  carried  the 
penalty  of  fine  and  imprisonment. 

That  I  submit  is  about  as  strong  a  cartel  set-up  as  one  could  ask  to 
find. 

Mr.  Pike.  Was  it  ever  approved  by  the  authority? 

Dr.  Wilcox.  That  was  approved  by  the  N.  R.  A.  It  was  later 
amended  in  many  of  these  respects,  but  it  is  thjB  original  form  in  which 
the  code  of  that  industry  was  approved.  ' 

Acting  Chairman  O'Connell.  And  that  code  was  prepared  lq  the 
first  instance  by  the  industry? 

Dr.  Wilcox.  By  the  Iron  and  Steel  Institute. 

Mr.  Pike.  One  question  has  been  running  through  my  mind.  Do 
you  find  any  of  these  cartels  that  are  able  to  stay  put  over  a  period  of 
years  with  just  the  original  authority  without  ever  having  to  reach 
out  for  more  and  more  and  more  control  and  more  sanctions,  either  by 
Government  or  somebody?  It  seems  that  they  keep  swelling  up 
and  then  breaking  down,  of  course,  eventually. 

Dr.  Wilcox.  I  should  say  in  an  industry  where  a  strongly  estab- 
lished concern  or  a  number  of  such  concerns  had  the  situation  well  in 
hand,  that  is,  where  they  so  dominated  the  market  that  others  perforce 
followed  their  lead,  it  wouldn't  be  necessary  to  set  up  an  over-all 
arrangement  like  this.  In  other  fields  the  mere  existence  of  such  an 
arrangement  suggests  that  that  control  is  not  completely  established 
and  that  there  is  the  possibility  that  competition  will  spiing  up,  so 
these  arrangements  are  constantly  modified  in  one  way  or  another, 
constantly  tending  to  break  down  and  constantly  being  fortified  by 
the  introduction  of  new  sanctions. 

Dr.  Kreps.  I  would  like  to  ask  one  final  question,  Dr.  Wilcox. 
These  arrangements  are  designed  to  stabilize  conditions  in  the  indus- 
try, are  they  not? 

Dr.  Wilcox.  That  is  right. 

Dr.  Krepb.  Do  they  have  that  effect  in  your  judgment? 

Dr.  Wilcox.  Well,  in  the  long  run  I  should  say  no;  the  objective 
which  they  undertake  to  attain  is  probably  not  attained;  that  is,  the 
programs  tend  to  be  self-defeating.  If  they  operate  to  raise  prices 
and  if  people  can't  buy  so  much  of  the  output  at  the  higher  price,  the 
total  income  of  the  industry  is  reduced  and  the  people  are  not  better 
off  as  a  result  of  the  restriction  of  output. 

Dr.  Kreps.  Do  they  have  the  effect  of  stabilizing  prices  and  produc- 
tion over  a  period  of  years? 
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Dr.  Wilcox.  They  may  have  that  effect  over  a  limited  period  of 
time;  yes. 

Dr.  Kreps.  You  have  been  familiar,  have  you  not,  with  the  testi- 
mony that  was  introduced  here  on  stabilization  in  the  copper  industry? 

Dr.  Wilcox.  I  have  not  followed  that  closely. 

Dr.  Kreps.  On  this  chart  on  the  easel  you  will  note  the  peaks 
reached  in  price  in  1929  and  1937  and  the  deep  troughs  that  followed. 
Is  such  price  behavior  more  or  less  characteristic  of  what  we  would 
call  cartelized  industries? 

Dr.  Wilcox.  The  question  is  whether  striking  price  fluctuation  is 
characteristic  in  cartelized  industries? 

Dr.  Keeps.  In  those  cases  in  which  cartels  break  down.  Would 
you  say,  for  example,  that  part  of  the  effect  of  the  fictitious  price 
situation  in  copper  in  '29  was  reflected  in  the  extreme  depths  of  the 
depression  of  '32? 

Dr.  Wilcox.  I  should  say  the  tendency  was  that  when  the  cartel 
became  effective  the  price  would  be  higher,  that  while  it  was  effective 
it  would  be  more  stable  than  it  would  have  been  without  the  arrange- 
ment, that  when  it  broke  down  it  would  be  likely  to  fall  farther. 

Dr.  Kreps.  Undoubtedly  you  are  familiar  with  this  authoritative 
analysis  of  the  great  depression  by  Dr.  Lionel  Robbins  of  the  Uni- 
versity of  London. 

Dr.  Wilcox.  Yes. 

Dr.  Kreps.  In  that,  page  182,  I  quote,  "There  is  strong  reason  for 
attributing  much  of  the  severity  of  the  depression  to  the  inflexibility 
of  cartel  prices  and  to  the  insecurity  caused  by  the  existence  of  giant 
buying  agencies  in  the  various  commodity  markets."  On  the  whole, 
would -you  agree  to  that  statement?  Is  it  your  judgment  that  most 
of  the  trained  economists  of  the  world  would  agree  with  that  state- 
ment? 

Dr.  Wilcox.  Yes;  I  would  agree.  I  believe  that  would  be  the 
general  belief.  ' 

Dr.  Kreps.  In  other  words,  because  in  '29  there  were  series  of 
such  stabilization  arrangements  in  copper,  in  wheat,  coffee,  and 
rubber,  just  to  mention  a  few,  and  because  these  broke  simultaneously 
throughout  1930,  thereby  cartels  contributed  in  the  judgment  of 
most  of  the  trained  economic  observers  of  the  world  to  the  'depths 
of  the  depression  in  1932. 

Dr.  Wilcox.  I  think  that  is  the  case. 

Mr.  Pike.  Did  you  include  wheat? 

Dr.  Kreps.  Yes. 

Acting  Chairman  O'Connell.  Dr.  Wilcox,  I  think  we  have  no 
further  questions  and  I  am  siu-e  that  I  speak  on  the  part  of  all  the 
committee  when  I  say  that  what  yOu  have  given  us  this  afternoon 
constitutes  a  real  contribution  not  only  to  the  study  of  cartels  but 
to  the  problem  of  the  committee,  which,  of  course,  is  broader  than 
the  cartel  subject  alone.  On  behalf  of  the  committee  I  want  to  thank 
you  very  much. 

Dr.  Kreps.  I  should  like  to  finish  the  presentation  of  the  carte, 
hearings.^  Dr.  Callmann,  now  residing  at  23  Hammond  Street, 
Cambridge,  Mass.,  is  an  intem-ationally  recognized  authority  on 
cartel  problems.        , 

'  Due  to  the  death  of  Senator  Borah,  the  senior  senatorial  member  of  the  Temporary  National  Economic 
Committee,  its  cartel  hearings  were  endedbefore  it  was  possible  toplace  the  last  witness,  Dr.  Rudolf  Call- 
mann, on  the  stand. 
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For  the  10-year  period  just  prior  to  1936,  when  he  was  attracted 
to  the  United  States,  he  was  Rechtsanwalt  am  Landgericht  in  Cologne, 
Germany,  engaged  in  legal  consulting  practice  for  a  variety  of  German 
cartels.  Prior  to  that  time,  for  a  period  of  4  years,  he  was  managing 
director  of  the  firm,  Rollmann  &  Mayer,  a  shoe  manufacturing  con- 
cern at  Cologne.  In  addition,  he -is  the  author  of  a  number  of  au- 
thoritative writings  on  cartel  and  related  problems,  most  important 
of  which  are  his  volumes  on  unfair  competition,  entitled  "Der  Unlautere 
Wettbewerb  (J.  Bensheimer,  Mannheim-Berlin-Leipzig,  1932)  670 
pages,  and  his  treatise  on  German  cartel  law  entitled,  "Das  Deutsche 
Kartellrecht,"  (Philo  Verlag  und  BuchhandlungG.m.b.H,  Berlin,  1934) 
721  pages. 

I  should  like  to  submit  his  statement,  prepared  aid  sworn  to  by 
him,  for  the  record. 

Acting  Chairman  O'Connell.  Without  objection  it  will  be  included 
m  the  record  of  these  hearings. 

If  there  is  nothing  further  to  come  before  the  committee,  we  will 
stand  in  recess  until  tomorrow  morning  at  10:30. 

(Whereupon,  at  5:50  p.  m.,  a  recess  was  taken  until  Saturday 
morning,  January  20,  1940,  at  10:30  a.  m.) 

STATEMENT  OF  RUDOLF  CALLMANN,  INTERNATIONAL 
AUTHORITY  ON  CARTELS,  CAMBRIDGE,  MASS. 

I,  Rudolf  Callmann,  do  hereby  certify  that  the  attached  pages 
numbered  2  to  47,  inclusive,  are  a  true  and  correct  copy  of  testimony 
on  the  cartel  problem  which  I  prepared  for  presentation  before  the 
Temporary  National  Economic  Committee. 

Rudolf  Callmann. 

Subscribed  and  sworn  to  before  me,  Denis  E.  Connell,  a  notary 
public  in  and  for  the  city  of  Washington,  District  of  Columbia,  this 
23d  day  of  January  1940. 

[seal]  Denis  E.  Connell. 

what  is  a  cartel? 

Cartel  law  even  in  Germany  is  a  relatively  young  branch  of  the  law. 
It  was  not  until  1910  that  the  groundwork  for  legal  consideration  of 
cartel  problems  was  laid  in  the  book  of  Professor  Flechtheim,  Die 
rechtliche  Organisation  der  Kartelle.  During  the  last  30  years  legal 
research  upon  cartel  problems  has  made  rapid  progress. 

A  cartel  agreement  adjusts  the  business  activities  of  its  members — 
of  merchants  of  a  particular  field  of  industry  or  trade — to  a  given 
market.  In  particular  it  adjusts  productive  capacity  in  a  given 
industry  to  the  demands  of  the  market,  trying  to  correct  the  usual 
tendency  of  output  capacity  to  outrun  these  demands.  Such  an 
adjustment  among  competitors  limits  or  eliminates  competitive 
freedom.  A  cartel  is  always  a  horizontal  association;  consequently, 
proceeding  according  to  good  American  usage  by  looking  at  the  cases 
as  they  have  been  decided  in  the  German  courts,  I  define  a  cartel  as — 

a  contractual  association  of  legally  independent  entrepreneurs  in  the  same'oT  similar 
field  of  business  formed  with  the  intent,  effect  or  potentiality  of  influencing  the 
market  by  means  of  regulation  of  competition.^ 

'  See  Callmann  DasJDeutsche  Kartellrecht,  pp.  71-90,  296-333. 
124491 — 41— pt.  25 21 
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This  is,  iur  my  opinion,  the  definition  which  not  only  covers  all 
essential  features  of  a  cartel  but  also  underlies  the  decisions  of  the 
Grerman  Supreme  Court  and  Cartel  Court.  Regulation  of  competi- 
tipn  by  businessmen  is  the  typical  function  of  a  cartel. 

It  should  be  noted,  however,  that  on  one  occasion  there  was  a 
difference  of  opinion  in  this  regard  between  the  German  Supreme  Court 
and  the  Cartel  Court.  The  Supreme  Court  held  an  association  to  be 
a  cartel  only  if  the  members  intended  to  infliience  the  market,  while 
the  Cartel  Court  held  decisive  the  objective  capacity  or  potentiality 
of  the  cartel  to  influence  the  market.  The  definition  I  just  gave 
follows  the  latter  theory. 

I  have  listened  with  great  interest  to  these  hearings  on  cartels. 
At  the  request  of  your  counsel  I  was  present  at  every  session.  I  noted 
carefully  the  presentation  of  facts  concerning  the  various  cooperative 
organizations  in  the  copper  industry— namely,  the  Copper  Export 
Association,  Copper  Exporters,  Inc.,  and  the  present  international 
copper  agreement.  All  of  these  are  in  my  judgment  cartels  in  the 
European  sense. 

They  represent  types  of  cartels  well  known  in  national  and  inter- 
national industry.  The  Copper  Export  Association  was  simply  a 
joint  selling  agency.  It  would  be  called  a  syndikat  in  the  German 
cartel  law.  The  same  is  true  of  Copper  Exporters,  Inc.,  although 
the  situation  is  not  quite  so  clear  as  ui  the  Copper  Export  Association, 
particularly  insofar  as  its  purpose,  instead  of  being  that  of  mitigating 
or  eliminating  competition  among  its  members,  seemed  to  be  that  of 
common  defense  against  speculators,  who,  while  neither  producing 
nor  consuming  copper,  were  believed  to  be  responsible  for  artificial 
and  harmful  fluctuations  in  copper  prices,  particularly  in  the  London 
metal  exchange.  But  the  evidence  showing  that  the  major  effect 
was  the  mitigation  of  competition  among  each  other  was  so  con- 
vincing that  I  feel  no  hesitancy  in  calling  Copper  Exporters,  Inc.,  a 
cartel.  And  may  I  add  that  it  was  thus  regarded  by  all  of  the  writers 
on  cartel  problems  in  Europe.  Dr.  Robert  Liefmann,  the  famous 
German  expert,  in  his  book  entitled  "Cartels,  Combines  &  Trusts" 
(London  1928)  goes  so  far  as  to  say  (p.  60)  that  Copper  Exporters, 
Inc.,  was  "a  clear  case  of  export  cartels  deliberately  fostered  by  the 
Government  of  the  U.  S.  A.  to  the  detriment  of  the  European  con- 
sumer."    [Italics  in  original.] 

The  American  public  may  be  surprised,  if  not  annoyed,  by  such  a 
statement.  But  in  European  opinion  and  experience  cartels  that 
engage  in  international  trade  are  generally  assumed  to  be  fostered 
by  their  governments  because  cartels  are  frequently  merely  another 
means  of  international  trade  policy. 

Moreover,  Copper  Exporters,  Inc.,  is  an  association  authorized  by 
the  Government  under  the  Webb-Pomerene  Act,  which  according  to 
the  evidence  presented  in  these  hearings,  was  strongly  urged  upon 
Congress  and  the  Wilson  administration  by  influential  members  of 
the  copper  industry. 

I  hasten  to  add  that  in  European  cartel  literature  and  discussions 
all  associations  formed  under  the  Webb-Pomerene  Act  are  regarded 
as  export  cartels.  The  list,  even  at  the  present  time,  is  an  impressive 
one,  embraci'ig^  a  wide  range  of  enterprise: 
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List  of  Export  Associations  Filing  Papers  With  the  Federal  Trade 
Commission  Under  the  EJxport  Trade  Act  (Webb-Pomerene  Law)  Dur- 
ing 1939,  TO  Date  of  Janary  18,  1940 

American  Box  Shook  Export  Assn.,  Barr  Bldg.,  Washington,  D.  C. 

American  Hardwood  Exporters,  Inc.,  Carondelet  Bldg.,  New^  Orleans,  La. 

American  Papet  Exports,  Inc.,  75  West  St.,  New  York. 

American  Provisions  Export  Co.,  80  E.  Jackson  Blvd.,  Chicago,  111. 

American  Soda  Pulp  Export  Assn.,  230  Park  Ave.,  New  York. 

American  Spring  Manufacturers  Export  Assn.,  30  Church  St.,  New  York. 

American  Tire  Manufacturers  Export  Assn.,  30  Church  St.,  New  York. 

California  Alkali  Export  Assn.,  530  West  6th  St.,  Los  Angeles,  Calif. 

California  Dried  Fruit  Export  Assn.,  1  Drumm  St.,  San  Francisco,  Calif. 

California  Prune  Export  Assn.,  1  Drumm  St.,  San  Francisco. 

California  Rice  Exporters,  351  California  St.,  San  Francisco. 

Carbon  Black  Export,  Inc.,  500  Fifth  Ave.,  New  York. 

Cement  Export  Co.,  Inc.,  150  Broadway,  New  York. 

Copper  Exporters,  Inc.,  50  Broadway,  New  York. 

Douglas  Fir  Export  Co.,  Henry  Bldg.,  Seattle,  Wash. 

Durex  Abrasives  Corp.,  63  Wall  St.,  New  York. 

Electrical  Apparatus  Export  Assn.,  70  Pine  St.,  New  York. 

Electrical  Export  Corp.,  100  W.  10th  St.,  Wilmington,  Del. 

Export  Screw  Assn.  of  the  U.  S.,  23  Acorn  St.,  Providence,  li.  I. 

Florida  Hard  Rock  Phosphate  Export  Assn.,  Savannah  Bank  &  Trust  Bldg., 

Savannah,  Ga. 
General  Milk  Co.,  Inc.,  19  Rector  St.,  New  York. 

Goodyear  Tire  &  Rubber  Export  Co.,  1144  E.  Market  St.,  Akron,  Ohio. 
International  Wood  Naval  Stores  Export  Corp.,  Gulfport,  Miss. 
Metal  Lath  Export  Assn.,  47  West  34th  St.,  New  York. 
Northwest  Dried  Fruit  Export  Assn.,  Title  &  Trust  Bldg.,  Portland,  Oregon. 
Pacific  Forest  Industries,  Tacoma  Bldg.,  Tacoma,  Wash. 
Pacific  Fresh  Fruit  Export  Assn.,  333  Pine  St.,  Sa;i  Francisco,  Cal. 
Pencil  Industry  Export  Assn.,  703  E.  13th  St.,  New  York. 
Phosphate  Export  Assn.,  393  Seventh  Ave.,  New  York. 
Pipe  Fittings  &  Valve  Export  Assn.,  1421  Chestnut  St.,  Philadelphia,  Pa. 
Plate  Glass  Export  Corp.,  Grant  Bldg.,  Pittsburgh,  Pa. 
Potash  Export  Assn.,  Inc.,  21  E.  40th  St.,  New  York. 
Redwood  Export  Co.,  405  Montgomery  St.,  San  Francisco. 
Rice  Export  Assn.,  Queen  &  Crescent  Bldg.,  New  Orleans,  La. 
Rubber  Export  Assn.,  19  Goodyear  Ave.,  Akron,  Ohio. 
Shook  Exporters  Assn.,  2718  Pershing  Drive,  Memphis,  Tenn. 
Signal  Export  Assn.,  420  Lexington  Ave.,  New  York. 
Steel  Export  Assn.  of  America,  75  West  St.,  New  York. 
Sugar  Export  Corp.,  120  Wall  St.,  New  York. 
Sulphur  Export  Corp.,  420  Lexington  Ave.,  New  York. 
Textile  Export  Assn.  of  the  U.  S.,  40  Worth  St.,  New  York. 
U.  S.  Alkali  Export  Assn.,  Inc.,  11  Broadway,  New  York. 
Walnut  Export  Sales  Co.,  Inc.,  12th  St.,  &  Kaw  River,  Kansas  Citv,  Kans. 
Walworth  International  Co.,  60  E.  42nd  St.,  New  York. 

The  evidence  on  the  copper  industry,  however,  seemed  to  me  not 
nearly  so  impressive  as  that  given  by  Dr.  Clair  Wilcox.  It  confirmed 
an  impression  that  I  had  long  held,  that  cartels  have  reached  an  ad- 
vanced stage  of  development  in  the  United  States.  The  evidence 
vividly  recalled  to  my  memory  the  statement  of  the  President  on  the 
topic  of  cartels  in  his  message  of  April  1938,  urging  the  formation  of 
the  Temporary  National  Economic  Committee.  His  contention  that 
"private  enterprise  is  ceasing  to  be  free  enterprise  and  is  becoming  a 
cluster  of  private  collectivisms;  masking  itself  as  a  system  of  free  enter- 
prise after  the  American  model,  it  is  in  fact  becoming  a  concealed 
cartel  system  after  tne  European  model"  seems  to  me  to  have  been 
proved  to  the  hilt. 

It  has  been  said,  and  it  was  said  often  at  these  hearings,  that  cartels 
are  "Kinder  der  Not."     Necessity  may  determine  the  precise  time  of 
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cartel  formation  but  they  can  meet  that  necessity  only  if  at  least  four 
other  sets  of  favorable  circumstances  are  present,  having  reference 
respectively  to  the  nature  of  the  market,  the  nature  of  the  product, 
the  nature  of  the  industry  and  the  character  of  the  members  o^  the 
proposed  cartel.  The  market  must  show  some  degree  of  inelasticity 
of  demand.  The  product. ordinarily  must  be  standardized  and  easily 
definable  with  respect  to  its  quahty.  The  industry  most  favorably 
acceptable  to  the  formation  of  cartels  is  th^t  with  heavy  fixed  or 
overhead  costs  or  large  transport  costs,  one  least  capable  of  being 
rapidly  adjusted  to  changing  market  conditions.  The  members  must 
have  a  certain  degree  of  propensity  for  collective  agreement  and 
action.  These  conditions  exist  especially  in  the  basic  (mineral)  and 
heavy  industries.  Where  the  situation  is  different,  for  instance  where 
a  large  niunber  of  small  or  medium  sized  estabhshments  produce 
specialized  commodities,  cartels  are  only  selling-terms  or  cost-accoimt- 
ing  associations  (e.  g.,  clothing,  foodstuff  and  other  finishing  indus- 
tries). 

Some  writers  insist  on  making  a  sharp  distinction  between  the 
defense  and  aggression  motive  of  cartels.  But  this  is  of  relatively 
Uttle  significance  so  far  as  my  definition  is  concerned  since  for  the 
problem  of  governmental  supervision  or  legal  enforcement  it  is  un- 
important which  of  two  illegal  purposes  cooperation  was  striving  to 
achieve  when  it  was  created,  since  also  here  the  old  French  saying  is 
true:  Vappetit  vient  en  mangeant.  The  distinction  in  substance  be- 
tween a  very  close,  strong  cartel,  e.  g.,  a  syndicate,  and  a  merger 
corporation  or  community  of  interests  or  fusion  is  sometimes  negligible. 

Cartels,  in  short,  are  formed  not  only  in  periods  of  necessity  for  self- 
preservation — that  is,  for  defense — but  also  at  other  times  as  a  method 
of  increasing  economic  power — that  is,  for  purposes  of  aggressive 
attack.  For  ordinarily  a  cartel  has  a  rather  dramatic  hfe.  Fre- 
quently the  necessity  to  influence  the  market  causes  a  cartel  to  de- 
velop from  modest  beginnings  through  fiercest  struggle  into  an  or- 
ganization whose  goal  is  a  quite  imperiahstic  domination  of  the  entire 
industry. 

The  aggressive  portions  of  the  poUcies  of  such  cartels  are  directed 
within  the  cartel  against  breach  of  the  cartel  agreement  on  the  part  of 
members.  Hereby  I  speak  only  of  the  cartel  itself,  not  of  the  struggles 
among  the  members  between  small  and  large  enterprises,  high-cost 
and  low-cost  producers  and  so  on. 

Outside  the  cartel  its  methods  are  directed  in  the  domestic  markets 
against  the  competition  of  outsiders.  Cartels  have  been  known  to 
engage  in  sharp  price-cutting,  selling  below  cost  and  "fighting". 
prices.  They  may  endeavor  to  cut  ofl'  important  sources  of  supply  and 
credit,  sometimes  through  exclusive  dealing  agreements  and  some- 
times by  means  of  boycotts  announced  to  all  concerned.  I  take  up 
these  matters  in  greater  detail  when  I  discuss  section  9  of  the  Kartell 
Act  of  1923. 

In  the  third  place,  aggressive  poHcies  may  be  directed  against  foreign 
markets.  In  the  relauonship  between  cartels  and  foreign  markets  we 
have  to  distinguish  two  motives  which  drive  cartels  into  such  a  policy. 
It  is  relatively  infrequent  that  cartels  extend  their  market  control  to  a 
contested  foreign  market  merely  in  order  to  foster  an  imperialistic 
poUcy  but  it  is  very  often  the  preparation  for  a  coming  international 
cartel.    The  stronger  the  situation  of  a  national  cartel  is  at  the  time  of 
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fouudiiig  an  international  cartel,  the  greater  are  the  prospects  to  get 
a  favorable  quota. 

But  there  is  still  another  factor  causmg  aggressive  activity  of  cartel 
members  in  foreign  markets — ^that  is,  the  pressure  of  productive  capac-' 
ity  from  the  home  market.  In  such  a  case,  export  price  policy  is  used 
to  bolster  domestic  cartel  policy.  Selling  at  lower  prices  abroad  is 
advantageous  to  cartel  members  since  the  increased  output  reduces 
the  fixed  costs  per  unit  of  output.  How  far  cartel  members  may  go  in 
lowering  their  prices  below  cost  depends  upon  the  margin  of  profit 
obtainable  on  the  home  market  and  the  relation  of  export  quantities 
to  the  total  volume  of  output.  The  export  activity  of  members  is 
often  favored  by  specific  cartel  measures  such  as  export  premiums  and 
the  fact  that  export  quantities  are  not  taken  into  account  in  levying 
contributions  to  the  cartel  treasury.  I  understand  that  a  study  under- 
taken by  the  Department  of  Commerce  for  the  Temporary  National 
Economic  Committee  shows  the  above-mentioned  practices  to  exist 
in  a  number  of  industries.  In  each  of  these,  if  German  and  European 
experience  is  any  guide,  there  probably  exist  cartel-like  organizations. 

On  one  occasion  in  these  hearings  the  question  arose  what  a  cartel 
has  in  common  with  restraint  of  trade.  The  answer  is:  everything. 
A  cartel  is  a  combination  in  restraint  of  trade.  In  one  of  the  first 
American  cartel  cases  Chief  eJustice  Taft-^then  judge  of  the  Circuit 
Court  of  Appeals  for  the  Sixth  Circuit^ — declared  contracts  made  with 
a  view  to  check  ruinous  competition  illegal  as  contracts  in  restraint 
of  trade,  U.  S.  v.  Addyston  Pipe  ds  Steel  Co.  (85  Fed.  271,  1898).  _In 
that  case  six  corporations  had  made  an  agreement  to  assign  territories, 
fix  prices,  and  so  on.  I  wish  to  emphasize,  however,  that  the  term 
"restraint  of  trade"  is  no  more  definite  or  clear  than  the  concept 
"monopoly"  and  "cartel." 

It  would  lead  us  Siw&j  from  the  subject  matter  of  our  discussion  if  I 
should  explain  the  substitute  which  I  suggest  for  the  present  standards 
of  illegality  in  the  American  anti-trust  laws.  1  have  transmitted  a 
memorandum  to  your  committee  on  this  problem,  entitled  "A  new 
appproach  to  competition,  and  monopoly."  Suffice  it  here  to  say  that 
the  major  shortcomings  of  the  present  anti-trust  laws  and  the  law  on 
unfair  competition,  in  my  judgment  are  as  follows: 

1 .  The  language  of  the  antitrust  laws  is  not  clear  and  concise  enough. 

2.  The  courts  are  called  upon  in  antitrust  law  cases  when  it  is  too 
late.  On  the  other  hand,  they  are  unable  to  supervise  economic  de- 
velopments. 

3.  There  must  be  an  administrative  agency  for  which  a  proper 
method  of  operation  has  not  yet  been  developed. 

4.  The  shortcomings  in  the  law  of  imfair  competition,  recognized  by 
the  majority  of  American  critics,  derive  from  the  fact  that  the  legal 
nature  of  the  competitive  relationship  is  still  unexplored. 

Therefore  I  tried  to  explore  the  competitive  relationship  and  reach 
the  result  that  its  position  within  the  system  of  the  law  of  torts  is  differ- 
ent from  that  advocated  in  the  doctrine  of  justification.  I  hold  that 
the  ambiguous  term  "monopoly"  should  not  be  used  in  legal  language 
and  suggest  that  it  be  supplanted  by  the  term  "anticompetitive 
conduct." 

Since  competition  is  (1)  struggle  (2)  according  to  game-like  rules 
(3)  by  means  of  constructive  effort  (tliis  is  my  equivalent  for  the  Ger- 
man word  "leistungswettbewerb"  which  I  introduced  in^o  the  language 
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of  the  German  law,  taking  it  from  the  phraseology  of  German  econo- 
mists) (4)  subject  to  the  conditions  of  the  market,  any  act  which  vio- 
lates one  of  these  four  elements  constitutes  anticompetitive  conduct 
and  is  Olegal  as  e  violation  of  the  spirit  of  the  antitrust  laws  if  it  con- 
travenes or  disavows  the  fundamentals  of  the  competitive  order 
(elements  1  and  4)  and  is  illegal  as  unfair  competition  if  it  violates  the 
rules  of  competition  (elements  2  and  3). 

Any  agreement  by  which  competitors  make  peace,  that  is,  supersede 
peace  to  struggle,  and  any  act  by  which  a  competitor  comes  mto  the 
position  of  influencing  the  market  is,  therefore,  a  violation  of  the  anti- 
trust laws.  The  former  is  always  a  tortious  act  which  belongs  to  the 
jurisdiction  of  the  courts,  the  latter  is  an  economic  condition  that 
should  be  supervised  by  an  administrative  agency.  Where,  however, 
peace  is  inevitable,  it  may  be  allowed  by  this  agency;  where  the 
influence  of  market  is  the  voluntary  or  involuntary  consequence  of 
business  activities,  it  is  to  be  regulated  or  supervised  by  this  agency. 

The  legal  situation  which  is  brought  about  by  this  theory  is  shown 
(1)  m  cases  of  unfair  competition,  (2)  in  the  example  of  the  patent 
cases  in  the  glass  container  industry  in  connection  with  the  recom- 
mendations of  the  Department  of  Justice  as  stated  in  the  preliminary 
report  of  the  T.  N.  E.  C.  of  July  17,  1939,  p.  IS.^ 

THE  RULE  OF  REASON  IN  GERMANY 

Though  the  development  of  the  combination  movement  differs 
considerably  among  modem  industrial  nations,  there  is  at  bottom  a 
curious  conformity  in  their  experience  in  that  sooner  or  later  all  reach 
that  stage  of  legal  consideration  which  is  epitomized  in  the  American 
antitrust  laws  with  the  term  "rule  of  reason."  Before  dealing  with 
German  legal  developments,  let  me  show  the  devious  manner  in  which 
the  major  countries  have  reached  the  rule  of  reason.^  Three  different 
courses  may  be  noted : 

(1)  Countries  which  at  the  start  of  the  combination  movement  in 
the  latter  half  of  the  nineteenth  century  had  a  statute  wliich  forbade 
commercial  combinations  expressis  verbis  and  then  developed  the 
rule  of  reason  by  way  of  interpretation  in  order  to  mitigate  the  appar- 
ently rigid  and  unreasonable  prohibition  of  the  statute.  For  example, 
the  United  States  where  the  Sherman  Act  of  1890  was  modified  by 
the  Standard  Oil  (221  U.  S.  1-1911)  and  Tobacco  cases  (221  U.  S.  106- 
1911).  . 

(2)  Countries  where  the  rule  of  reason  was  adopted  in  order  to 
dilute  a  statute  which  prohibited  combinations  generally  but  was 
interpreted  to  apply  also  to  commercial  combinations.  This  situation 
is  similar  to  that  in  the  United  States — see  (l)-^except  that  the 
statutes  were  not  directed  against  monopoUes  expressis  verbis  but 
were  passed  in  times  when  no  one  anticipated  the  modem  monopolies. 
For  example,  France  where  the  ChapeUers  Ax;t  of  1791  and  the  Penal 
Code,  article  419,  420  of  1810  prohibited  coalitions  both  of  employers 
and  workers  but  were  modified  by  the  courts  through  the  development 

1  The  fundamental  ideas  of  this  memoranflum  have  been  developed  in  a  series  of  articles  to  be  published 
in  the  February  and ,  April,  issues  of  the  Georgetown  Law  Journal  1940,  under  the  titles:  "What  is 
Unfair  Competition?"  and  "Patent  License  Agreenjents  between  Competitors  and  the  Monopoly  Issue." 
The  reference  to  these  articles  is  made  because  the  detailed  qootations  of  legal  and  economic  authorities  are 
not  given  in  my  memorandum. 

>  Nevertheless,  the  difficulties  in  unifying  the  cartel  law  of  different  countries  are  considerable. .  See  in  this 
respact  my  opinion  given  in  the  Report  of  the  38tb  Conference  of  the  International  Law  Association,  1934. 
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of  the  rule  of  reason  about  1880;  in  1926  a  statute  recognized  commer- 
cial combinations  as  legal;  and  in  1935  compulsory  cartels  were  intro- 
duced. In  Belgiimi  the  legal  development  was  almost  the  same  as  in 
France.  Austria  at  the  beginning  had  the  Coalition  Act  of  1870 
declaring  unenforceable  any  coalition  of  employers  and  workers. 
Th&  common  opinion  of  the  necessity  of  commercial  combinations 
was  expressed  rot  only  in  several  legislative  proposals  but  also  in  a 
tacit  approval  of  the  cartel  movement  by  the  authorities  and  the 
courts. 

(3)  Countries  where,  in  the  beginning,  the  rule  of  reason  as  evoked 
by  the  courts  was  the  only  basis  for  legal  consideration.  For  example, 
Germany  which  we  will  presently  discuss  more  specifically.  In 
England,  where,  under  the  old  coinmon  law  rule  of  restraint  of  trade,  a 
conunercial  combination  was  legal  only  if  the  restraint  was  not  unrea- 
sonable or  against  public  policy,  the  Trade  Union  Acts  of  1871,  1876, 
1906,  1913,  1927  apply  to  both  commercial  and  labor  combinations 
but  pertain  mainly  to  the  problem  of  enforceability.  Just  as  in 
America,  a  law  intended  to  protect  individual  freedom  was  abor- 
tively transformed  into  a  law  to  protect  an  economic  principle. 

The  United  States  is  the  only  major  country  where  the  unfortunate 
domination  of  the  rule  of  reason  has  never  been  sanctioned  by  a  statute 
modifying  the  original  provisions  of  the  antitrust  laws.  Curiously 
enough,  some  of  the  British  Dominions  followed  the  United  States 
rather  than  England,  for  example,  the  Union  of  South  Africa,  Canada, 
Australia,  and  New  Zealand. 

To  speak,  as  I  have  just  spoken  above,  of  the  unfortunate  domina- 
tion of  the  rule  of  reason  sounds  at  first  hearing  per  se  unreasonable. 
But  if  we  understand  the  technical  fact  that  under  this  term  the  courts 
have  to  decide  whether  a  cartel  or  any  monopoHstic  association  is 
economically  desirable  or  undesirable,  and  that  courts  are  often  able 
to  answer  this  question  only  after  the  association  under  scrutiny  has 
become  a  considerable  economic  power,  then  the  grounds  for  being 
unable  to  rely  upon  it  become  clear.  As  I  have  developed  in  ,full 
in  mjr  memorandum,  I  prefer  the  device  of  an  administrative  agency 
exercising  continued  supervision  as  the  body  to  decide  in  how  far 
monopolistic  associations  or  concentrations  of  power  in  a  given 
industry  are  inevitable,  desirable  and  controllable. 

THE  DEVELOPMENT  IN  GERMANY 

The  cartel  movement  in  Germany  did  not  begin  to  be  of  majoi 
significance  until  after  the  year  1873.  Inasmuch  as  there  was  m 
statute  specifically  directed  against  cartel  agjeements,  judges  con 
sidering  the  first  and  fundamental  decisions  of  the  German  courts 
were  led  nearly  exclusively  by  economic  considerations.  In  th( 
first  case  ^  where  an  association  of  Bavarian  Kiln  owners,  formed  foi 
the  purpose  of  "checking  the  decline  of  their  industry  by  regulation 
of  production  and  prices,"  brought  a  suit  against  a  member  who  had 
violated  the  agreement  by  producing  and  selling  in  excess  of  the  quota, 
the  Bavarian  Supreme  Court  held  that  it  would  be  "incumbent  upon 
prudent  business  men"  "belonging  to  a  branch  of  industry  which  is 
suffering  from  a  depression  to  get  together  and  enter  into  agreements 

'  Bavarian  Supreme  Court,  April  7, 1888,  in  Decisions  of  this  Court,  Vol.  12,  p.  67.    (Kiln  owners  associa- 
tion). 
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regulating  the  ways  and  means  of  operating  their  industry  with  a 
view  to  promoting  recovery."  Although,  as  is  the  case  in  the  econo- 
mic literature  of  all  countries,  the  views  of  the  economists  in  Germany 
are  and  always  have  been  widely  divided,  we  find  a  surprising  boldness 
in  these  economic  statements  of  the  jurists.  They  are  not  reluctant 
to  point  to  economic  theories  like  these: 

overproduction  is  disastrous  for  an  industry,  especially  when  market  price  drops 
below  production  cost  so  that  every  effort  to  eliminate  overproduction  is  directed 
at  an  economic  evil  and  is,  therefore,  to  be  commended.  Since  the  individual 
producers  are  powerless  to  restore  the  proper  balance  between  supply  and  de- 
mand by  limiting  their  own  output,  the  only  way  to  bring  about  such  result  is 
for  them  to  combine  and  agree  on  such  limitation. 

In  a  subsequent  suit  brought  by  the  same  cartel  against  another 
member,  the  same  court  ^  enunciated  economic  views  greatly  em- 
phasized 50  years  later  by  the  business  men,  whether  in  Govern- 
ment service  or  out  of  it,  who  conceived,  initiated  and  administered 
the  N.  R.  A.  in  the  United  States.     It  argued: 

Experience  teaches  that  the  more  the  price  of  goods  advances,  the  more  in- 
sistent will  be  the  demands  of  labor  for  higher  wages,  and  the  more  easily  will 
manufacturers  be  able  to  meet  these  demands;  on  the  other  hand,  a  depressed 
trade  yielding  little  or  no  profit  will  immediately  react  adversely  on  the  wage 
level  and  must  eventually  lead  to  the  shutting  down  of  plants  or  the  curtailment 
of  their  operations,  thus  causing  serious  injury  to  the  workers  employed  therein. 

Then,  we  come  to  the  first  cases  in  which  the  German  Supreme  Court 
held  cartel  agreements  legal.  It  approved  both  the  system  of  resale 
price  fixing  for  trade  marked  articles  and  the  boycott  ("Sperre") 
against  outsiders.^  The  case  most  important  and  decisive  for  the 
period  from  1897  to  1923  was  that  of  the  Saxon  woodpulp  manu- 
facturers. This  cartel  was  formed  by  a  "substantial"  number  of  the 
manufacturers  for  the  purpose  of  "stopping  ruinous  competition  and 
of  securing  a  reasonable  price  for  their  products."  The  court  rested 
its  decision  upon  the  following  reasoning  concerning  its  economic 
views: 

When  the  prices  of  the  products  of  an  industry  fall  to  an  unreasonably  low 
level  and  the  profitable  operation  of  the  industry  is  thereby  endangered  or  made 
impossible,  the  resulting  crisis  is  detrimental  not  only  to  the  individuals  affected, 
but  also  to  the  national  economy  .as  a  whole,  and  it  is,  therefore,  to  the  interest 
of  society  that  prices  should  not  be  constant  at  an  unreasonably  low  level. 

The  legal  arguments  of  the  courts  were  derived  from  two  points  of 
view;  the  one  was  that  the  German  law  was  not  based  upon  the 
principle  of  free  competition  in  the  sense  that  the  law  will  endeavor 
to  preserve  competition;  the  other  that  the  cartel  agreement  was 
not  against  honos  mores,  and  therefore  void. 

Fatal  to  the  whole  future  development  of  the  law  were  the  ideas 
of  the  Saxon  Woodpulp  case.  I  could  argue  this  proposition  at 
length.  But,  that  which  Mr.  Justice  Brandeis  has  shown  in  one  of 
his  excellent  dissenting  opinions  ^  is  also  true  here.  Most  decisive 
for  the  results  reached  in  any  case  are  the  economic  and  social  views 
of  the  judges.  The  judges  of  that  epoch  were  influenced  by  par- 
ticular and  m  my  judgment  one-sided  economic  considerations,  in 
turn  derived  from  doctrines  of  the  historical  school  of  economics 

'  Dec.  27,  1888,  Decisions  of  the  Bavarian  Supreme  Court,  Vol.  12,  p.  22. 

»  Decisions  of  the  German  Supreme  Court  of  June  25,  1890  (28  R.  G.  Z.  244)  and  of  Februar-  4,  1897  (38 
R.  O.  Z.  166.) 

» In  Dupfex  PHntiru  Preu  Co.  v.  During  264  U.  S.  443  (1921);  se6  also  Chief  Justice  Taft  in  the  District  o] 
Columbia  Minimum  Wane  cate  261  U.  S.  626  (not  to  speak  of  splits  within  the  United  States  Supreme  Court 
In  recent  years). 
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which  was  opposed  on  principle  to  free  competition  and  to  the  method 
of  economic  analysis  associated  with  classical  economics. 

For  about  30  years  this  attitude  of  the  judiciary  fostered  the 
flourishing  of  the  industrial  combination  movement,  so  that,  when 
eventually  public  opinion  cried  for  a  special  statute  against  the  abuse 
of  power  by  cartels,  it  was  too  late  to  forbid  them  altogether. 

There  were,  of  course,  a  great  many  other  reasons  favorable  to  such 
a  development:  For  instance,  tlie  fact  that  the  ordinary  courts  were 
concerned  with  cartels  at  a  comparatively  late  date  because  of  the 
popularity  of  arbitration  courts  in  this  held  of  law.  Considerable 
significance  must  also  be  attached  to  the  peculiar  developments  in 
the  political  economy  of  the  period,  for  cartels  were  credited  by  the 
capitahsts  with  paving  the  way  for  a  slow  but  permanent  remolding 
of  the  economic  order  on  a  more  stable  basis.  By  Socialists  they  were 
welcomed  in  that  they  were  thought  to  lead  to  some  sort  of  "organized 
capitalism,"  comprising  a  system  of  extensive  monopolies  controlled 
by  the  State,  which  would  finally  be  converted  into  a  Socialist  economy. 
Moreover,  business  opinion  then  in  Germany,  as  at  present  in  the 
United  States  regarded  contentions  that  cartels  were  in  many  respects 
but  forms  of  monopoly  not  only  as  mistaken  but  radical  and  slander- 
ous. Finally  the  ideal  of  individual  freedom  has  never  been  so 
highly  estimated  in  Germany  as  in  England  and  the  United  States.^ 

GOVERNMENTAL   SUPERVISION    IN    GERMANY 

Not  until  1923  was  there  even  a  shadow  of  opposition  to  cartels  in 
Germany.  Then  the  "Statute  against  abuse  of  economic  power"  of 
November  2  came  into  existence  but  at  a  time  when  the  power  of 
economic  circumstances,  especially  of  the  emergencies  caused  by 
currency  inflation,  was  much  greater  than  that  of  the  cartels. 

The  curious  struggle  between  the  English  common  law  and  equity 
courts  or  between  the  American  administrative  agencies  and  the  courts 
has  its  German  counterpart  in  the  opposition  of  the  ordinary  courts 
and  especially  the  Supreme  Court  to  the  cartel  court  which  was 
established  through  the  Cartel  Act  of  1923.  ,  This  is  a  genuine  struggle 
between  the  judiciary  and  an  administrative  agency,  for  the  cartel 
court,  though  it  is  called  a  court,  is  in  fact  a  judicially  organized 
administrative  agency,  the  peculiarity  of  which  was  that  it  was  at 
once  the  tribunal  of  first  and  last  resort.  In  substance  it  was  a 
Federal  Trade  Commission  except  that  its  decisions  were  not  subject 
to  judicial  review. 

The  antagonism  between  judiciary  and  administrative  agency 
ordinarily  becomes  more  apparent  when  questions  of  the  ordinary  law, 
of  the  conmion  law,  are  in  issue.  This  was  the  case  not  only  when 
American  courts  declared  that  it  was  for  them  to  determine  what 
methods  of  competition  were  to  be  deemed  unfair  (see  Federal  Trade 
Commission  v.  Gratz,  253  U.  S.  421),  but  also  in  the  German  cartel 
law  where  all  cases  which  came  before  the  cartel  court  were  cases 
apparently  presenting  problems  of  the  ordinary  law  transferred  from 
the  sphere  of  individual  interests  into  the  struggle  between  individuals 

'  About  a  year  ago  the  New  York  Times  Magazine,  November  27,  1938,  p.  27,  wrote:  "The  Germans  are 
inherently  a  docile  and  obedient  people.  Always  have  they  been  under  tutelage  of  King  or  Kaiser,  Prince  or 
Duke.  In  large  part  that  tutelage  has  been  paternal  and  for  good  (incidental  to  that  of  the  ruler),  but  there 
has  always  been  the  mailed  flst  to  make  it  effective.  The  consequence  is  that  Germans  have  come  to 
prefer  being  led."  German  authors  have  not  infrequently  pointed  to  this  national  characteristic  as  an 
explanation  of  the  German  ciurtel  movement. 
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and  organizations.  My  treatise  on  the  German  cartel  law,  page  705, 
contains  a  table  of  all  decisions  of  the  cartel  court  from  1923  to  1933 
indicating  the  legal  problems  involved.  Apart  from  a  few  questions 
of  procedure,  all  other  problems  are  those  referring  to  sections  1, 
8,  and  9. 

Section  1  pertains  to  the  cartel  concept.  I  already  mentioned  the 
split  in  the  opinions  of  the  Supreme  Court  and  the  cartel  court. 

Section  8  deals  with  the  right  of  a  member  of  the  cartel  to  withdraw 
if  serious  reasons  justify  the  restitution  of  his  individual  freedom. 
This  provision  was  only  the  application  of  the  general  principle  to 
the  cartel  law  that  in  contractual  relationships  of  uncertain  or  long 
standing  any  participant  must  be  given  the  chance  to  terminate  the 
contract  when  the  original  circumstances  have  fundamentally  changed 
or  on  other  grounds  a  withdrawal  was  to  be  allowed.  Serious  reasons 
which  justified  a  withdrawal  were  held  to  exist  when,  for  instance,  the 
existence  of  the  member  was  jeopardized  or  when  the  whole  basis  of 
the  cartel  agreement  was  shaken,  either  by  loss  of  faith  in  the  cartel 
management  or  by  emergence  of  strong  outsiders  or  by  change  in  the 
structure  of  the  cartel,  for  example,  when  the  proportional  relatioa 
between  pure  and  mixed  concerns,  between  large  and  small  members, 
had  changed.  Withdrawal  was  an  ultima  ratio  which  was  granted 
when  all  other  means  had  failed.  Three  interests  were  to  be  weighed 
against  each  other:  The  interest  of  the  withdrawing  member,  the  in- 
terest of  the  cartel,  and  the  interest  of  general  welfare  and  general 
economy.  The  latter  point  of  view  played  a  merely  ornamental  role, 
however,  in  the  decisions  of  the  cartel  court. 

In  cases  of  withdrawal  for  serious  reasons  the  jurisdiction  of  the 
cartel  court  is  exclusive  if  the  association  is  a  cartel.  A  confusion 
could  arise  if  the  ordinary  court  held  the  association  not  a  cartel. 
Cases  of  this  kind  were,  however,  few. 

Section  9  pertains  to  the  means  through  which  a  cartel  tried  to 
force  outsiders  into  the  cartel  or  to  destroy  their  business.  Such  means 
were  boycott  with  respect  to  suppliers  or  customers  either  by  black- 
lists or  loyalty  discounts  or  exclusive  dealing  agreements  or  refusal  of 
rebates  or  other  discrimination.  (Many  of  these  means  are  similar 
to  those  forbidden  by  sec.  2,  Clayton  Act,  especially  as  modified  by 
the  Robinson-Patman  Act.)  Section  9  made  those  methods  subject 
to  the  approval  of  the  cartel  court. 

While  section  8  introduced  a  general  principle  into  the  cartel  law, 
section  9  was  an  exception  to  the  general  law  with  respect  to  organiza- 
tions, for  under  the  general  law  even  under  the  law  of  unfair  competi- 
tion, a  boycott  is  not  illegal  if  its  aim  is  justified,  if  the  way  in  which 
it  is  carried  out  is  legal,  and  if  the  damage  caused  by  it  is  not  out  of 
proportion  with  the  desired  aim  and  does  not  destroy  thfe  competitor. 
The  permission  of  the  cartel  court  could  be  witliheld  for  one  of  two 
reasons:  Either  because  of  a, threat  to  the  general  welfare  or  the  gen- 
eral economy  or  because  of  an  "unreasonable"  restraint  of  the  indi- 
vidual outsider's  economic  freedom.  The  latter  reason  played,  just 
as  in  section  8,  the  dominant  role.  Coercive  methods  have  been  out- 
lawed if  they  represented  an  arbitrary  violence  against  the  outsider 
abusing  the  superior  power  of  the  organization  while  the  permission 
was  granted  if  the  cartel  intended  to  render  the  outsider  a  member 
under  the  condition  that  such  a  membership  was  deemed  reasonable 
from  the  standpoint  of  all  interested  parties.     A  striking  example  of 
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the  delegation  of  power  to  cartel  organizations  is  a  later  amendment 
to  section  9  (of  1933)  which  provides  that  the  boycott  against  mireliable 
persons  and  price-cutters  should  be  allowed. 

The  interpretation  of  both  section  8  and  section  9  is  of  general  in- 
terest to  the  American  lawyer,  for  the  fact  should  not  be  overlooked 
that  to  all  appearances  the  parties  when  they  face  the  courts  are  only 
adjusting  their  individual  controversies.  But  in  reality  we  are  here 
confronted  with  a  new  kind  of  law,  a  law  of  economic  groups  and 
districts,  a  law  which  confuses  the  American  lawyer  when,  for  exam- 
ple, he  examines  the  constitutionality  of  trade  regulations  concerning 
milk  and  barber  shops  under  the  inconsistent  aspect  of  the  police 
power. 

In  sections  4  to  7  of  the  cartel  act  the  minister  of  economics  was 
given  a  strong  weapon  of  supervision  and  dissolution.  For  if  a  cartel 
contract  jeopardized  the  general  welfare  or  economy  he  could  declare 
the  contract  illegal  or  prevent  its  enforcement.  He  could  grant  the 
right  to  withdraw  to  any  partner  to  the  contract.  Unfortunately  the 
minister  of  economics  has  employed  this  weapon  in  only  three  cases 
in  10  years.  (Against  a  cartel  of  the  brick  industry,  of  the  coal 
trade,  and  the  iron  industry.)  ^ 

One  should  not  jump  to  the  conclusion  that  these  cartels  were 
actually  broken  up.  For  even  if  the  minister  granted  the  right  to 
one  member  to  withdraw,  the  rest  might  continue  to  cooperate.  But 
in  these  instances  publicity  unfavorable  to  the  cartel  and  favorable 
to  the  recalcitrant  member  tended  to  weaken  the  cartel.  For  under 
the  so-called  Auskunftsverordnung  of  1923  the  Government  was  given 
the  power  to  order  enterprises  to  furnish  information  regarding  all 
economic  conditions  and  to  send  examiners  without  prior  notice. 
This  ordinance  was  amended  in  1934  when  registration  of  price 
agreements  was  made  compulsory. 

There  is  still  section  10.  This  section,  giving  the  cartel  court 
power  to  grant  withdrawal  from  any  contract  which  is  deemed  a 
danger  to  general  welfare  and  economy,  could  have  become  the  basis 
for  an  effective  legislative  attack  against  the  abuses  of  economic  power 
through  enterprises  and  combinations  other  than  cartels,  but  it  never 
amounted  to  anything  in  practice. 

In  order  to,  bring  the  story  of  German  cartel  development  up  to 
date,  I  shall  briefly  state  essential  features  of  the  Kartell  Acts  of 
1930  and  1933.  The  emergency  price  control  ordinance  of  July  26, 
1930,  gave  the  minister  of  economics  the  power  to  declare  price-fixing 
agreements  void  without  resort  to  the  cartel  court.  He  could  also 
lower  or  abolish  import  duties  on  cartel-controlled  commodities.  One 
of  the  consequences  of  this  ordinance  was  the  dissolution  of  Jthe 
Middle  German  Brown  Coal  Syndikat  in  1931.  The  ordinance  of 
July  15,  1933,  gave  the  Government  power  to  dissolve  all  cartel 
agreements  without  resort  to  the  cartel  court  and  without  judicial 
review.  As  a  result  of  this  ordinance  came  the  dissolution  of  the 
cartel  of  cast  chain  manufacturers  in  1933,  of  motorcar  tire  manu- 
facturers in  1934,  and  of  the  Dusseldorf  cartel  of  kiln  owners  in  1934. 
By  an  ordinance  of  May  16,  1934,  cartels  were  no  longer  allowed  to 
fix  or  recommend  minimum  prices  for  articles  of  prime  necessity 
without  consent  of  the  Government.     An  ordinance  of  August   H, 

>  See  OaUmaim  Kartellrecht,  p.  3fin 
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1934,  extended  this  provision  to  all  articles,  not  only  those  of  prime 
necessity. 

Before  1933  the  only  legislation  in  Germany  which  brought  about 
compulsory  cartelization  was  that  establishing  a  Zwangskartell  in 
potash  in  1910  and  in. coal  in  1919.  But  the  Kartell  Act  of  1933 
became  the  first  of  a  long  and  continuous  series  of  regulations  estab- 
lishing compulsory  cartels.  In  this  connection  I  want  to  point  out 
that  a  compulsory  cartel  is  not  a  cartel.  In  reality  it  is  an  effective 
means  of  economic  planning  in  the  hands  of  dictatorial  government. 
This  sounds  strange  since  not  only  Germany  but  also  France  and 
England  have  acts  providing  for  compulsory  cartels.  But  they  both 
were  reluctant  to  exercise  this  power.  Here  the  distinction  between 
a  democratic  and  totalitarian  state  becomes  apparent:  Decrees  in  a 
democratic  state  may  create  an  equally  hard  pressure  on  the  life  of 
the  individuals  as  it  is  the  case  under  dictatorship.  But  there  is  free 
speech  and  the  right  of  everybody  to  criticize  the  law,  the  willing- 
ness of  the  government  to  meet  the  challenge  and  to  give  way  to 
public  opinion;  there  are  parliamentary  safeguards  and  the  judges 
of  the  courts  are  servants  of  the  law  but  not  of  a  dictator.  It  is  not 
the  form  of  government  which  decides  whether  there  is  democracy  or 
dictatorship  but  the  spirit  that  inspires  all  those  who  are  burdened 
•with  the  responsibility  of  leadership  and  their  consciousness  of  the 
existence  of  such  a  responsibility.  In  my  opinion  the  tremendous 
success  of  Hitler  is  due  to  his  freedom  to  act  without  responsibility 
as  compared  with  other  heads  of  European  governments. 

Before  I  turn  to  the  point  of  the  political  repercussions  of  the  cartels, 
I  wish  to  make  a  personal  remark.  I  have  the  feeling  that  we  all  are 
still  too  close  to  the  incidents  of  the  recent  development  and  this  does 
not  facihtate  an  objective  judgment  .about  these  events.  Therefore, 
I  give  my  opinion  with  deepest  caution  and  modesty  as  a  merely  per- 
sonal one  which  may  be  opposed  to  others,  as  I  know  from  discussions 
even  with  intimate  friends.  But  I  reaHze  the  importance  of  the  issues. 
It  is  rank  cowardice  in  these  parlous  times  for  intellectuals  not  to 
devote  to  the  country  they  love  their  best  energy  and  skill.  I  have 
been  frequently  asked  whether  there  was  any  connection  between  the 
ease  with  which  the  Nazi  movement  in  Germany  took  over  the  control 
of  business  and  the  extensive  period  of  carteMzation  that  preceded  the 
coming  into  power  of  Mr.  Hitler. 

The  substance  of  my  views  in  that  regard  has  been  admirably 
stated  by  the  well-known  economist-columnist,  Mr.  John  T.  Flynn, 
in  one  of  his  regularly  syndicated  items  entitled  "Fascism  and  Busi- 
ness," especially  in  the  following  excerpts: 

The  story  of  fascism  in  Germany  is  told  quickly  in  a  few  chapters. 

Chapter  1  reveals  a  nation  in  a  great  state  of  social  and  economic  disorder, 
depression,  unemployment,  discouragement.  / 

Chapter  2  shows  us  a  new  Messiah,  using  the  Fascist  economic  philosophy  of 
Mussolini  and  some  new  ingredients  of  his  own,  promising  to  redeem  the  German 
nation  and  to  bring  it  order  and  prosperity. 

Chapter  3  brings  on  the  scene  certain  important  financiers  and  industrialists 
who  say  to  themselves  that  what  Germany  needs  is  economic  control  by  and  in  the 
interest  of  organized  business — self-rule  in  business.  Through  Hitler's  violent 
oratory  they  see  that  he  has  this  idea  too.  They  therefore  decide  to  back  him 
financially.  The  whole  business  middleclass  falls  in  behind  him.  They  see  a 
Germany  in  which  business  will  rule  and  order  will  prevail  and  prosperity  will 
follow. 

Chapter  4  sees  all  this  put  into  effect  *  *  *.  Business  does  rule  in  a  German 
improvisation  of  the  corporate  state  of  Mussolini.     Only  prosperity  is  lacking. 
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Chapter  5  sees  the  beginnings  of  the  search  for  prosperity.  This  takes  thp 
usual  modern  form:  The  borrowing  of  great  sums  from  the  central  banks  and  the 
spending  of  these  sums  on  public  works  and  chiefly  on  armaments. 

Chapter  6  looks  like  success.  The  military  program  takes  hundreds  of  thou- 
sands out  of  unemployment  and  puts  them  in  the  shovel  armies.  The  armament 
program  puts  hundreds  of  thousands  to  work  in  factories.  .  The  public  works  pro- 
gram makes  employment  for  vast  numbers.  Unemployment  is  enormously 
reduced. 

Chapter  7— the  financial  burdens  begin  to  harass  the  Government.  New  and 
weird  forms  of  financial  stratagems  have  to  be  invented.  The  great  spending 
program  results  in  purchasing  power.  The  merchants  and  manufacturers  make 
larger,  even  great  profits.  But  the  Government  has  to  take  away  most  of  these 
profits  to  pay  the  bills. 

Chapter  8 — the  management  of  what  is  now  an  economy  [of  sacrifice  becomes 
increasingly  difficult.  Businessmen,  workers,  householders  do  not  too  cheerfully 
undertake  endless,  daily  sacrifices,  with  food  shortages  particularly  when  all  are 
working.  So  the  Government  must  now  resort  to  intense  and  minute  regimenta- 
tion. The  control  of  the  economy  by  business  begins  to  vanish.  Instead  business 
now  finds  itself  subjected  to  the  very  thing  it  fled  from — Government  discipline. 

These  views  are  corroborated  by  other  accounts  of  recent  develop- 
ments in  Germany.  To  take  but  one  example,  I  shall  cite  Guenter 
Reimann's  recent  book  entitled  "The  Vampire  Economy."  While 
there  is  much  in  liis  provocative  volume  with  which  I  completely 
disagree,  the  following  contentions  seem  to  me  to  be  sound: 

The  capitalist  in  Germany  is  confused.  The  fascist  State  has,  it  is  true,  saved 
many  private  concerns  from  bankruptcy.  Under  the  totalitarian  regime,  business 
has  been  freed  from  trade-unionism  and  strikes,  and  has  therefore  been  able  to 
depress  wages  and  lengthen  working  hours  at  will  while  huge  investments  in 
armaments  have  resulted  in  prosperity  for  many  enterprises.  Nevertheless,  most 
German  businessmen  insist  that  they  have  lost  more  under  Nazism  than  have  the 
workers. 

The  subservience  of  business  men  to  the  Party,  the  devious  dealings  and  pre- 
carious existence  which  they  suffer  at  the  hands  of  the  State,  the  complete  loss  of 
that  independence  which  characterizes  capitalist  ventures  in  a  non-totalitarian 
economy  have  proved  a  special  disappointment  to  those  who  helped  to  finance  the 
Nazi  party  before  it  came  to  power.  It  was  their  hope  that  the  Nazi  party  would 
serve  as  their  tool.  Especially  was  this  the  belief  of  the  important  industrialists 
who  had  feared  the  loss  of  their  monopolies,  and  of  the  big  agrarians  who  could  not 
survive  the  crisis  without  fresh  State  subsidies.  Both  eagerly  sought  political 
power  in  order  to  safeguard  their  positions — not  merely  against  social  revolutionary 
forces,  but  also  against  business  competitors  who  attacked  their  monopolist  priv- 
ileges. 

Curious  as  it  may  seem,  large  concerns,  trusts  and  cartels  had  abolished  free 
competition  in  the  name  of  free  competition,  and  in  the  name  of  the  rights  of  the 
independent  entrepreneur  who  was  typical  of  an  earlier  stage  of  liberal  capitalism. 
Paradoxically,  those  entrepreneurs  who  did  not  attain  a  monopolistic  position 
and  who  had  to  compete  with  each  other  in  the  open  market,  often,  under  the 
Weimar  regime,  asked  State  help  or  interference  against  "free,"  that  is,  ruinous 
competition.  Such  a  policy  leads  to  a  state  of  affairs  where  the  State  becomes  a 
superpower,  restricting  privileges  to  a  few  concerns  and  trusts  which  are  closely 
connected  with  the  State  bureaucracy  and  with  the  armament  business  and 
transforming  private  monopolies  into  State-protected  monopolies. 

Neither  of  these  exceipts,  however,  prove  that  cartels  must  neces- 
sarily bring  about  pnjUtical  dictatorship.  I  disagree  with  the  essen- 
tially Marxian  doctrine  that  the  accumulation  of  wealth  and  the  result- 
ant concentration  of  economic  power  must  by  a  process  of  economic 
determinism  result  in  socialization  under  political  dictatorship. 
Under  this  view,  if  the  automatic  play  of  the  market  does  not  or  cannot 
be  made  to  perform  the  task  of  cooperation,  deliberate  coordination 
or  economic  planning  is  the  only  way  outl.  According  to  this  view, 
an  economic  plan  cannot  be  formulated  if  there  are  numerous  inde- 
pendent separate  enterprises.     The  fewer  and  larger  the  units  of  pro- 
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duction,  so  they  say,  the  easier  the  survey  and  the  plan.  Thus  the 
reorganization  of  capitahsm  from  within  into  a  few  large  units  of 
production  paves  the  way  for  the  planned  economy.  To  be  con- 
cerned whether  the  planning  agency  is  the  representative  of  a  fascist, 
communist  or  other  dictatorship,  is  to  make  a  distinction  without  a 
difference. 

For  I  do  not  see  why  economic  planning  is  easier  when  the  economic 
dictator  has  to  deal  with  only  a  few  large  units  of  production;  in  other 
words,  when  he  has  to  struggle  against  the  willful  resistance  of  power- 
ful group  interests.  On  the  contrary,  it  is  much  easier  to  rule  a  great 
mass  of  atomistically  dispersed  firms,  as  for  .example  in  Russia. 
Any  war  economy  shows  that  no  matter  what  the  structure  of  a 
nation,  a  government  with  absolute  powers  is  able  to  carry  out  any 
economic  plan. 

It  seems,  however,  correct  to  say  that  if  it  is  true  that  cartels  lead 
to  dictatorship  a  distinction  between  the  underlying  ideologies  of 
fascism  and  communism  is  not  justified.  In  both  cases  the  socializa- 
tion of  capitalism  consists  in  substituting  a  collective  method  of  work 
for  the  individual  method.  In  both  cases  planning  to  be  successful 
requires  the  unification  of  property  in  the  hands  of  the  planning 
dictator  if  the  central  power  is  impressive  enough  to  discourage  any 
offensive  against  its  wiU.  In  both  cases  there  is  a  government 
unhampered  by  any  consideration  of  Bills  of  Rights. 

In  my  view  when  circumstances  have  ripened  into  a  state  of  affairs 
making  dictatorship  possible,  it  wiU  result  with  or  without  industrial 
combinations.  This  seems  to  me  to  be  amply  demonstrated  by 
German  experience. 

For  long  before  the  time  that  the  National  Sociahsts  came  into 
power  they  had  their  own  independently  speciahzed  party  apparatus. 
Just  as  they  had  their  own  army  in  SA  and  SS  troopers,  their  own 
governmental  authorities  in  their  party  hierarchy,  so  also  they  had 
their  own  economic  special  groups  (Fach-gruppen)  as  controlling 
agencies  of  commercial  associations  and  chambers  of  industry  and 
commerce.  True,  they  employed  the  existing  organizations  whether 
they  had  functions  to  regulate  market  conditions  or  not  and  replaced 
unfavorable  leaders  or  employees  by  their  own  functionaries  (Gleich- 
schaltung),  but  this  treatment  was  not  limited  to  the  leadership  of 
cartels.     It  was  applied  to  aU  nonparty  organizations. 

BUSINESS  SELF-GOVERNMENT 

It  is  a  striking  fact,  apparently  "overlooked  by  many  ardent  advo- 
cates of  what  is  familiarly  called  business  self-government  that  in 
Germany  we  have  an  experience  of  about  50  years  of  increasing  self- 
government  of  industry.  The  cartel  movement  and  self-government, 
of  industry  are  to  a  large  extent  identical.  While  there  is  a  good  deal 
in  that  half-century  of  experience  that  can  be  pointed  to  both  favor- 
able and  unfavorable,  in  my  judgment  (and  in  this  I  am  confident  I 
reflect  the  present-day  opinion  of  the  majority  of  economists  and 
lawyers  with  expert  knowledge  on  the  problems  of  business  self- 
government),  business  self-government  has  on  balance  not  only  failed 
in  Germany  but  probably  must  fail. 

As  I  have  said  in  the  memorandum  which  I  transmitted,  about  the 
inadequacy  of  the  uncontrolled  self-help,  self-control,  self-regulation 
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of  businessmen:  They  are  neither  accustomed  nor  trained  to  arrange 
their  affairs  under  the  aspect  of  general  economic  principles.  It  has 
perhaps  rightly  been  stated  that  some  of  the  worst  mistakes  in  policy 
during  the  past  decade  have  been  made  by  the  so-called  "biggest" 
men,  men  who  control  the  operations  of  large  industries.  The  busi- 
nessman is  the  last  to  decide  whether  competition  has  become  destruc- 
tive, wasteful,  ruinous,  "chaos." 

I  urge  with  all  the  emphasis  at  my  command  that  American  business- 
men carefully  scrutinize  German  experience  with  cartels.  For  it  is 
precisely  this  self-government  of  business  that  was  fully  legalized  since 
1887  in  German  cartel  law  which  is  advocated  in  very  high  quarters 
by  organizations  of  business  in  the  United  States.  In  a  pamphlet  en- 
titled "Policies  Advocated  by  the  Chamber  of  Commerce  of  the  United 
States,"  published  in  Washington,  D.  C,  in  1939  (pp.  5-6),  I  find  the 
recommendation  (and  I  confess  that  I  am  somewhat  frightened  by 
it)- 

There  should  be  inquiry  into  need  for  legislation  permitting  industry  rules  of 
fair  competition,  allowing  agreements  increasing  the  possibilities  of  relating  pro- 
duction to  consumption,  affording  means  for  authoritative  advice  in  advance  of 
consummation  of  mergers  and  consolidations  desirable  for  normal  business  rea- 
sons, and  providing  special  facilities  for  curtailment  of  production  in  natural  re- 
source industries,  when  the  public  interest  makes  it  desirable. 

There  should  be  such  modification  of  the  antitrust  laws  as  would  make  clear 
the  legality  of  agreements  increasing  the  possibilities  of  keeping  production  in 
proper  relation  to  consumption,  with  protection  of  the  public  interest  at  all  times 
through  Government  supervision  of  such  agreements.  There  should  likewise  be 
opportunity  for  business  concerns  desiring  to  combine  to  ascertain  from  a  suitable 
Government  authority  whether  or  not  there  will  be  violation  of  the  antitrust  laws-. 

The  phrases  "fair  competition"  and  "Government  supervision  by 
suitable  Government  authority"  sound  irmocuous  until  one  bumps 
into  the  phrase  "agreements  increasing  the  possibilities  of  relating 
production  to  consumption."  It  occurs  twice.  It  was  precisely  the 
most  important  reason  given  by  businessmen  and  by  the  courts  in 
Germany  for  the  formation  and  legality  of  cartels.  But  German 
experience  amply  bears  out  a  criticism  which  Dr. » Lionel  Robbins 
levels  at  in  his  notable  book  on  The  Great  Depression : 

The  criterion  of  restricting  supply^  to  demand,  which  is  so  loudly  proclaimed 
as  the  object  of  these  schemes,  is  no  criterion  at  all.  There  is  no  such  thing  as 
demand  for  a  commodity,  irrespective  of  its  price.  And  so  long  as  a  price  exists 
at  all  there  is  unsatisfied  demand  for  the  prodtict  *  *  *.  For  them  the  under- 
lying principle  of  restriction — the  rationale  of  the  mysterious  adjustment  of 
supply  to  demand  to  which  allusion  has  been  made  already — is  just  this,  that  no 
expansion  shall  be  permitted  which  lowers  the  value  of  capital  already  invested  in 
the  industry.  No  doubt  most  restriction  attempts  to  do  more  than  this — to 
raise  the  value  of  capital  already  invested  in  the  industry.  But  this  is  not  an  aim 
to  which  public  appeal  is  made.  The  public  policy  of  restrictiortism  is  the  mainte- 
nance of  the  value  of  invested  capital.     (Pp.  140-141.) 

I  agree  emphatically,  as  do  practically  all  conservative  and  orthodox 
economists,  with  Professor  Robbins  when  a  few  pages  further  on  he 
states — 

the  problem  of  planning  is  not  to  be  solved  by  giving  each  industry  the  power  of 
self-government  (i.  e.,  restriction  of  entry  and  production).  This  is  not  planning, 
it  is  syndicalism.  It  merely  extends  to  whole  industries  the  right  to  make  plans 
for  themselves  similar  to  the  right  already  enjoyed  by  individual  entrepreneurs. 
But  by  eliminating  competition,  or  potential  competition,  it  creates  a  state  of 
aflfairs  much  less  likely  to  be  stable — much  more  likely  to  be  restrictive — than 
the  so-called  chaos  of  competitive  enterprise.     (P.  147.) 
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As  Dr.  Wilcox  stated,  cartel  prices  tend  to  be  high  and  at  times 
inflexible  prices.  The  evidence  presented  in  these  hearings  on  copper 
indicates  that  such  prices  have  high  peaks  in  periods  of  prosperity 
followed  by  attempts  to  keep  them  stable  as  depression  sets  in.  But 
the  pent-up  forces  break  down  the  best-laid  schemes  of  the  most 
powerful  of  men.  Prices  crash  from  their  managed  plateaus  to  levels 
less  than  a  third  or  a  fourth  as  high.  Then  collective  restriction  of 
production  is  put  into  operation.  The  artificial  boom  ends  in  extreme 
depression  and  unemployment. 

In  my  judgment  it  is  no  mere  coincidence  that  the  world  depression 
was  greatest,  and  subsequent  recovery  slowest,  in  precisely  those  two 
industrialized  nations  of  modern  times,  the  United  States  and  Ger- 
many, where  efforts  at  "rationalization  or  stabilization"  by  business- 
men had  been  most  encouraged  by  their  respective  Governments,  and 
where  the  economy  was  least  flexible,  due  to  high  tariffs  and  other 
restrictions  upon  competition. 

German  businessmen  outdid  themselves  in  the  twenties  trying  to 
imitate  American  methods.  They  heartily  concurred  in  the  fallacy 
which  both  business  and  Government  promulgated  at  that  time,  that 
by  stabilizing  or  fixing  individual  prices,  and  maintaining  individual 
investments  intact,  even  by  Government  loans  to  bankers  and  bond- 
holders, you  can  stabilize  the  economy.  These  efforts,  while  pre- 
cisely the  goal  of  most  business  self-government,  tend  to  exaggerate 
the  swings  of  business  activity  and  employment. 

CONCLUSION 

But  they  do  more  than  that.  They  lead  to  more  inclusive  efforts 
to  stabilize,  either  by  forming  mergers  or  by  securing  the  compulsory 
powers  of  government.  Cartels,  in  short,  like  any  other  concentra- 
tion of  power,  are  a  great  danger  to  a  democracy  and  therefore  an 
indirect  help  to  those  who  are  not  interested  in  this  form  of 
government. 

The  corporational  units  are  the  source  from  which  springs  the  power 
and  desire  of  small  vested  minorities  to  influence,  guide,  and  control 
the  affairs  of  the  state  to  which  they  are,  at  least  nominally,  subject. 
The  great  magnates  standing  at  the  head  of  immense  properties 
(control  very  often  supersedes  ownership)  here  become  important 
political  figures.  Their  financial  support  is  sought  in  the  waging  of 
political  campaigns.  They  are  appointed  to  serve  as  economic 
advisers  on  governmental  committees  and  commissions.  In  Germany, 
where  there  were  also  many  governmental  boards,  commissions,  and 
lobbies,  the  heads  or  representatives  of  the  great  corporations,  cartels, 
trade  associtions,  chambers  of  commerce,  and  industry  exercised 
important,  and  in  many  cases  dominant,  influence.  Eventually, 
no  one  knew  who  had  whom  on  the  leash:  The  industry  the  Govern- 
ment or  the  Government  the  industry. 

But  their  aim  is  ordinarily  by  no  means  political  influence  as  an  end. 
Their  interests  center  around  the  pursuit  of  profits  and  they  are 
divided  into  as  many  groups  as  the  interests  that  imbue  them.  Be- 
sides, as  an  answer  to  the  increasing  crystallization  of  entrepreneurs, 
labor  increases  in  organizing  itself,  and  in  the  struggle  for  control, 
labor  resorts  to  aid  of  the  state  as  freely  as  does  capital. 

Between  all  these  struggling  interests  which  grow  to  powerful 
states  within  the  State  the  representatives  of  the  State  are  sometimes 
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rather  helpless.  The  increasing  need  for  governmental  intervention 
required  an  increasing  number  of  able  men  in  Government  and  not 
iscldom  the  representatives  of  tlie  minister  of  economics,  e.g.,  in  the 
cartel  court,  were  too  inexperienced  and  by  no  means  equal  to  the 
well-trained  representatives  of  ejitrepreneunal  forces. 

Cartels,  like  all  other  associations  and  cumulations  of  economic 
power,  are  tolerable  only  in  a  state  which  is  strong  enough  to  supervise 
them,  to  reconcile  the  profit  interests  of  groups  with  the  general 
welfare  of  the  whole.  No  truer  words  in  my  judgment  were  ever 
spoken  than  those  by  President  Roosevelt  in  his  message  to  Congress 
asking  for  the  formation  of  the  Temporary  National  Economic 
Committee  when  he  said: 

*  *  *  the  liberty  of  a  democracy  is  not  safe  if  the  people  tolerate  the  growth 
of  private  power  to  a  point  where  it  becomes  stronger  than  their  democratic  state 
itself.  That,  in  its  essence,  is  fascism — ownership  of  government  by  an  indi- 
vidual, by  a  group,  or  by  any  other  controlling  private  power. 
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APPENDIX 

Exhibit  No.  2076 

Types  of  International  and  National  Cartels  ' 

National  Cartels: 

I.  Cartels  regulating  phases  of  sale 

A.  Regulation  of  sales  terms 
Term  cartels 

B.  Regulation  of  sales  prices 

1.  Calculation  cartels 

2.  Price  cartels 

a.  Minimum-price  cartels 

b.  Uniform-price  cartels 

3.  Trade-mark  cartels 

C.  Regulation  of  sales  profits 
Profit  sharing  cartels 

D.  Regulation  of  sales  outlets 

1.  Territory-preservation  cartels 

2.  Customer-preservation  cartels 

II.  Cartels  regulating  production  or  marketing  without  central  selling  agency 

A.  Production  regulation  without  output  restrictions 

1.  Patent  cartels 

2.  Specialization  cartels 

B.  Production  regulation  through  marketing  restrictions 

1     Bidding-regulation  cartels 

a.  Order-allocation  cartels 

b.  Submission  cartels 

2.  Marketing-restriction  cartels  with  allocation  of  shares 

a.  Fixed  marketing-share  cartels 

b.  Marketing-equalization  cartels 

c.  Turnover-equalization  cartels 

C.  Direct  production-regulation  cartels 

1.  Without  allocation  of  shares 
Plant-restriction  cartels 

2.  With  allocation  of  shares 

a.  Fixed  production-share  cartels 

b.  Production-equalization  cartels 

III.  Cartels  regulating  production  and  marketing  through  central  selling 
agency  (syndicates) 

1.  Agency  syndicates 

2.  Independent  syndicates 
International  Cartels: 

I.  International  shares  without  preservation  of  domestic  market 
II.  International  shares  with  mut-ual  preservation  of  domestic  market 

1.  Domestic  sales  included  in  international  share 

2.  Domestic  sales  exempted  from  international  share 
III.  International  shares  and,  specific  subshares  for  each  market 

'  Bruno  Burn,  Cartels,  Codes,  and  National  Planning,  Pp.  195-6. 
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Exhibit  No.  2077 

CARTEL   TYPES 


I  International  Cartel  I 


-rets  REGULATINS  /[        Syndicatr 


PKOuJCTION  OR  MARKETING 


1     Calculation 


I      Term    Cortel      "| 


MARKET  AREA 


Exhibit  No.  2078 

Excerpt  of  Portion  of  Table  of  Contents  From  the  Legal  Position  of 
Cartels  and  Concerns  in  Europe  ' 

By  Dr.  Heinrich  Friedlander 

LEGAL  position  OF  CARTELS  IN  GERMANY 

A.  History: 

I.  The  period  before  1933: 

(1)  Pre- War  Cartelization: 

Validity  of  cartels  except  where  they  were  against  bonos 
mores  (the  Kiln  case  of  1888,  the  Wood  Pulp,  case  of  1890, 
etc.). 

Favorable  attitude  of  courts  towards  boycott  measures,  even 
in  case  of  monopoly:  "a  boycott  is  not  illegal  if  its  aim  is 
justified,  if  the  way  in  which  it  is  carried  out  is  legal,  and 
if  the  damage  caused  by  it  is  not  out  of  proportion  with  the 
desired  aim  and  does  not  destroy  the  competitor." 

Governmental  cartel  investigation  (1903-1906)  discloses 
comprehensive  material  of  economic  conditions  and  legal 
devices  as  applied  by  cartels. 

First  compulsory  cartel,  the  Potash  cartel  (1910). 

During  the  War:  Numerous  compulsory  cartels. 

(2)  Post- War  Development: 

1919:  The  Wissel-Moellendorf  Program — the  principle  of 
Industrial  Self  Government — the  Coal  and  Potash  Law  of 
1919. 

November  1923:  Cartel  Decree  ("decree  against  abuses  of 
economic  power")  • 

'  Polygraphischer  Verlag,  Zurich,  1938,  350  pp. 
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A.  History — Continued. 

II.  Period  since  1933: 

Legislation  of  National-Socialist  Government 

Amendment  of  Cartel  Decree  (law  of  July  15,  1933,  strengthening 
of  power  of  the  Ministry  of  Economics,  elimiiiation  of  competeicf 
of  the  Cartel  Court  m  cases  of  annulment  of  cartels)     "-""'^^^^"^^ 

Law  mstitutmg  compulsory  cartels,  July  15,  1933 

Corporate  organization  of  industry  and  trade  (1934) 

Market  regulations  of  "Agricultural  Estate  " 

r.    T        w    ^^^s  and  decrees  concerning  control  of  prices 

B.  Legal  form  of  Cartels: 

Civil  Company   (Joint  Adventure)   the  predominant  form— a  kind  of 
fin'andal  profits'  ^"''°''  ""^  ^'""''^  ^'''  ""'  necessitate  the  yielding  of 
Unincorporated  Association. 
The  corporation  as  selling  agency. 

The  "Doppelgeseilschaft"  or  "double  company",  combination  of  cartel 
..    n^u    ^agreement  with  the  corporation  as  sales  agency  ""'^"on  oi  cartel 

C.  Ihe  Cartel  Decree  of  1923/1933  and  its  Amendnients: 

I-II.  What  IS  a  Cartel  in  the  opinion  of  the  Courts? 

Broad  interpretation  by  the  Cartel  Court,  narrow  interpreta- 
tion by  the  Reichsgericht:  The  Linoleum  case  (two  mem- 
bers are  sufficient  for  forming  a  cartel) ;  the  Talefunken 
case  (concerning  combination  of  cartel  agreement  and 
patent  regulations) . 
rir    n        Written  form  of  a  Cartel  Agreement. 

111.  Government  Interference— Powers  of  Minister  of  Economics  to 
SioSl-7)*^'^^°'^"*'  '°  ''^'^  ""^  ^^""^^"^  ^"^  P"^^>'«  ^^'fa^e 
IX.  Cartel  members  are  permitted  to  withdraw  from  the  agreements 
^Q^n^ff  P"«^,  °oJce,  for  weighty  reasons  (Section  8).  Until 
1930:  favorable  attitude  of  Cartel  Court  in  cases  of  withdrawal 
^ZV}^Zr  '^^?^^  f  attitude:  protection  of  remaining  members 
andprotection  of  cartel  organization,  considered  as  a  whole,  is  held 
to  be  more  held  important  than  individual  interest  of  members 

o.t'  lit  pT*  Tn\  *^^  ®*^'"''^  ^^^^'  *h«  Porcelain  case,  the  Tai^ 
\r  ^TT    Ti    ^  •  ""^  Colored  Glass  case,  etc. 
V-VI.  Preventive  control  by  Cartel  Court  in  case  of  boycott  and  boycott- 

of  dSfe^rs)'^'  (deferred  rebates,  discrimination,  stop  list, selection 

Section  9  of  the  Cartel  Decree  is  only  applicable  if  (a)  the 
organization  m  question  is  a  "cartel"  in  the  sense  of  section 
l;  (b)  if  the  measure  in  question  is  a  total  boycott  or  a' 
boycott-hke  measur^a  boycott  is  defined  as  "a  measure 
which  excludes  a  person  from  regular  business  intercourse 
in  goods  sold  by  the  cartel  whUe  the  possibility  of  trading 
i?^  ,,^^^,  f'Zt^  'i  ope"  to  other  persons  in  a  similar  posi- 
tion  ;   (c)   the  .boycott  must  be  individualized  towards 
a  certain  firm  or  group  of  firms. 
The  courts  permission  may  be  withheld  in  order  to  safeguard 
the  public  interest  or  to  protect  a  competitor  against 
VTT    Th^  Po   unreasonable    restriction  of  his  economic  freedom 
^    ^        ^''-  '"'ly^SdgisS'St  ctS)""^*""'  competence,  representation  of 
U.  Compulsory  Cartel  Law  of  July  15,  1935- 

cLS™hv^rn'^r^'''^.°TO^'^*^°° •  *^^  e^^^'^^'^hment  of  a  compulsory 

^  sSie?s^o'i°;srrfcar^^r^^^  ^^  *'^  ^^"p"^^«^^  ^"-^--^  ^' 

veTod  Tti^.^'ih^J'^  f^S^'i"'  of  Economics  to  prohibit  for  a  definite 
period  Of  time  the  establishment  of  new  enterprises  within  a  linp  of 

P°Xr/cwifr'°""  °'  "'^*'"^  -'-"-sSr  the  ScJ^rof  t£A' 
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Example^  of  international  cartels  and  other  industrial  understandings  by  Dr.   H. 

Friedlaender 

[Au-Austria;  B-Belgium;  Cz-Czechoslovakia;  D-Denmark;  Fi-Finiand;  Fr-France;  O-Qermany;  Gr.  Br- 
Oreat  Britain;  H-Holland;  Hu-Hungary;  It-Italy;  Ju-Jugo-Slavia,  N-Norway;  P-Poland;  R-Rumania; 
Sp-Spain;  Sw-Sweden;  Swi-Switzerlandl 


Name  of  Cartel 


Nationality  of  participants 


Type  of  regulation 


A.  Mining  Industries: 

Potash  Cartel _. 

International  Coke  Cartel  1936 

International  Steel  Cartel  (I.  R.  E.  G.) 

International  Sales  Association  of  the  Steel 
Cartel: 

Group  I.  Half-finished  Products. 

Group  II.  Rolled  Wire;  Thin  Sheets, 

etc 

Group  III.  Rails 

Continental  Tube  Understandings  (sub- 
stituted for  a  Cartel  which  was  dissolved 
International  Scrap  Cartel. .  _ 

Wood  Screw  Syndicate 

Screw  Rivet  Cartel _ 

International  RaUroad  Oar  Cartel.. 

Association  of  European  Household  Appli- 
ance Manufacturers. 

B.  Metal  Industries: 

International  Aluminum  Cartel.... 

International  Zinc  Cartel 

C.  Chemical  Industries: 

International  Dyes  Cartel 

European  Nitrate  Fertilizer  Cartel. 

International  Bone-QlUe  Cartel 

International  Citric  Acid  Cartel 

International  Saccharine  Cartel 

International  Lead  Oxide  Conventioti 

International  White  Lead  Convention 

International  Calcium  Carbide  Cartel 

International  Bismuth  Cartel 

International  Ferro  Silicon  Syndicate 

International  Artificial  Horn  Cartel 

International  Council  of  Tanners . . .-. 

International  Quinine  Convention 

International  Iodide  Conve'ition 

Glauber's  Salt  Syndicate 

International  Whale-Oil  Syndicate 

International  ParaflSn  Cartels 

International  Cobalt  Association 

D.  Ceramic  Industries: 

Association  of  Magnesium  Plants 

East  European  Bottle  Cartel 

Interna,tional  Bottle  Cartel 

International  Plate  Glass  Cartel 

International  Hollow  Glass  Cartel 

European  Porcelain  Convention -.. 


G.  Fr.  P.  Sp.  Palestine 

B.  D.Q.  Gr.  Br.  H.P.. 
B.  G.  Fr.  Luxemburg.. 


•B.  Or.  Br.  Cz.  Hu.  Fi.  N 
Swi. 

B.  Q.  Fr.  P.  Cz 

G.  Gr.  Br.ItiP.  Cz 

B.  G.  Or.  Br.  Fr.It 

Au.  Hu.  Ju.  P.  Cz 

B.  Danzig,  Fr.  G.  Or.  Br.  H 

P.  Swi.  USA. 
Fi.  G.  Sw.  Cz...... 

Canada  G.  Gr.  Br.  N.  Sp 

Sw.  Swi.  Au. 
B.  Fr.  G.  Gr.  Br.  H.  Hu.  It 

S  .  P.  Cz. 

Ft.  a.  Or.  Br.  P.  gwi. 

B.  Cz.  Fr.  G.  Or.  Br.  N.  P, 

Swi.  Chile. 
Au.  B.  Cz.  Den.  Fr.  G.  Or 

Or.  Br.  P.  R.  Hu.  Swi. 
B.  Cz.  Fr.Qr.Br.lt 

Cz.  Fr.  G.  Sw.  Swi... 
Au.  B.  D.  Or.Br.  Cz.  H.It. 

Same  members 

B.  O.  Luxemburg  N.  Sw 

Swu 
Cz.  Fr.  Q.  Gr.  Br.  H.. 

Cz.  O.Ju.  H.Sw.Swi 

Estonia,  Cz.  O.  Or.  Br 

B.  Fr.  O.  Or.  Br.  H.  It.  Sw, 

USA. 
Dutch  East  Indies  Fr.  O, 

Or.  Br.  H.  Japan,  Swi, 

USA. 

Fr.  Or.  Br.  Chile 

O.  Or.  Br 

Or.  Br.  H.  N... 

Gr.  Br.  P.  USA 

B.     G.     Congo,     Canada, 

Morocco. 

Cz.  G.  Or.  Br 

Cz.  G.  Hu.  Au 

Au.  O.  H.  Hu.  Ju.  P.  R... 

B.  Cz.  Fr.  O.  H 

Au.  Cz.  Q.  It.  Hu 

Au.  Cz.  Fr.  Q.  It 


Allotment  of  territories 
and  of  quotas,  com- 
mon sales  atrencies. 

Allotment  of  sales  quo- 
tas. Price  fixing. 

Allotment  of  quotas  of 
export. 


Common  Sales  Agen- 
cies. 

.\llotmcnt  of  territories 
price  fixing. 

Common  purchasing 
agency. 

Swi. 

Export  quotas. 

Allotment  of  terri- 
tories. 


Allotment  of  quotas. 

Allotment  of  sales 
quotas. 

Allotment     of    sales, 
quotas  of  territories. 
Allotment  of  quotas. 

Price-FLxi  ng,  purchas- 
ing, sales  quotas. 

Price-Fixing,  allot- 
ment of  quotas. 

Price-Fixilig  Sales. 

Allotment  of  terri- 
tories. 

Same. 

Price-Fixing,  allot- 
ment of  territories. 

Fixing  of  prices  and 
terms  of  sales  and 
regulations  of  pro- 
duction. 

Allotment  of  quotas 
and  territories. 

Regulation  of  prices 
and  sales. 


Pooling  of  Profits. 


Regulation    of    prices 

and  production. 
Regulation  of  sales  and 

production. 
Allotment    of    quotas 

and  territories. 
Regulation    of    prices 

and  sales. 
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Examples  of  international  cartels  and  other  industrial  understandings  by  Dr.  H. 

Friedlaender — Continued 


Name  of  Cartel 


Nationality  of  participants 


Type  of  regulation 


E.  Electrical  Industries: 

International  Bulb  Cartel. 


International  Cartel  of  Cables  for  Com- 
munication Purposes. 

International  Cartel  of  Cables  for  Power 
Circuits. 

Association  of  European  Enamel  Plants.. - 
F.  Textile  Industries: 

■Rayon  Cartel 


International  Felt  Clothes  Cartel - 
International  Linoleum  Cartel 


O.  Various  Manufacturing  Industries: 

European  Timber  Export  Convention- . 


International  Cement  Export  Conference.. 
Sulphite  Pulp  Suppliers 


International  Newsprint  Association 

International  Rubber  Thread  Association. 

International  Federation  of  Diamond  Or- 
ganizations. 

International  Association  of  Dental  Supply 
Articles. 
n.  Insurance  and  Traffic: 

International   Traffic  Insurance   Associa- 
tion. 

The   Shipowners   Northern    Wood   Rate 
Corporation. 

International  Tanker  Owners  Association 
Ltd. 

Danubian  Freight  Pool 

Freight  Pools:   Atlantic,  La  Plata,  East 
Asia,  Baltic  and  West  Africa. 

Baltic  &  International  Maritime  Confer- 
ence. 


Au.B.D.Cz.O.Qr.  Br.H. 
Hu.  It.  Sw.  Swi.  and 
others. 

Au.  B.  Cz.  Fr.  Q.  H.  No.  .. 

Au.  B.  Cz.D.  Fr.a.Or.  Br. 
N.  Hu.  P.  Sw.  Swi. 


B.  Cz.  Fr.  O.  Or.  Br.^.lt. 
P.  Sp.  Swi.  ' 

Au.  B.  Cz.  Fr.  O.  Or.  Br. 
It.  N.  Sw.  Swi. 

Or.  Br.  &  Europ.  Cont.  In- 
dustries. 

Au.  Cz.  Fi.  O.  Ju.  P.  R.Sw. 

Russia. 
B.  D.  Fr.  O.  Or.  Br.  N.  Sw 
Cz.  Fi.  O.  N.  Sw.  Memel... 


Cz.  Fr.  Q.  Or.  Br.  H.  Hu. 

It.  USA. 


Au.    Cz.    Fr.    O.    Or.    Br. 
Lichtenstein,  Swi.  USA. 


D.  Q.  Fi.  N.  Sw.  Esthonia. 


D.  G.  Or.  Br;  Fr.  H.  N  It. 

Sw. 


Cross-licensing  fixing 
of  prices  and  condi- 
tion of  sales,  allot- 
ment of  territories. 

Sales  prices  and  terms 

.  of  sales. 

Same. 


Common  sales  agen- 
cies, patent  pooling. 

Price-fixing,  terms  of 
sales. 


Export  Association. 

Export  Association. 
Fixing  of  sales  quotas, 

prices  and  terms  of 

sale. 


Exhibit  No.  2080 

Agreement  Between  the  Governments  of  France,  The  United  Kingdom, 
India,  the  Netherlands,  and  Siam  to  Regulate  Production  and  Export 
OF  Rubber  '  London,  7th  May,  1934 

The  Governments  of  the  French  Republic^  the  United  Kingdom  of  Great 
Britain  and  Northern  Ireland  (hereinafter  referred  to  as  the  Government  of  the 
United  Kingdom),  India,  the  Kingdom  of  the  Netherlands,  and  the  Kingdom  of 
Siam; 

Considering  that  it  is  necessary  and  advisable  that  steps  should  be  taken  to 
regulate  the  production  and  export  of  rubber  in  and  from  producing  countries 
with  the  object  of  reducing  existing  world  stocks  to  a  normal  figure  and  "adjusting 
in  an  orderly  manner  supply  to  demand  and  maintaining ^a  fair  and  equitable 
price  level  which  will  be  reasonably  remunerative  to  efficient  producers,"  and 
Ijeing  desirous  of  concluding  an  agreement  for  this  purpose; 

Have  accordingly  agreed  as  follows — 


The  obligations  under  this  Agreement  of  the  Government  of  the  French  Repub- 
lic apply  to  French  Indo-China;  those  of  the  Government  of  the  United  Kingdom 
to  Ceylon,  the  Federated  Malay  States,  the  Unfederated  Malay  States,  the 
Straits  Settlements,  the  State  of  North  Borneo,  Brunei,  and  Sarawak;  those  of  the 
Government  of  India  to  India  (including  Burma) ;  those  of  the  Government  of  the 
Kingdom  of  the  Netherlands  to  the  Netherlands  Indies;  and  those  of  the  Govem- 
nient  of  the  Kingdom  of  Siam  to  Siam. 

1  International  Combines  in  American  Industry  by  Alfred  Plummor,  Pitman  Publishing  Corporation, 
Now  York,  New  York,  1938,  Appendix  7  (pp.  272-286). 
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ARTICLE  2 

For  the  purposes  of  this  agreement — ■ 

(a)  "Basic  quotas"  means  the  quotas  referred  to  in  Article  4  (a). 

(b)  "International  Rubber  Regulation  Committee"  means  the  Committee 
referred  to  in  Article  15. 

(c)  "Control  Year"  means  any  calendar  year  during  the  continuance  of  this 
Agreement,  or,  in  the  case  of  the  year  1934,  the  portion  of  that  year  between  the 
date  of  the  coming  inte  force  of  the  regulation  under  Article  3  (t))  and  the  31st 
December,  1934. 

(d)  "Rubber  plant"  means  and  includes  plants,  trees,  shrubs,  or  vines  of  any 
of  the  following — 

(A)  Hevea  Braziliensis  (Para  Rubber). 

(B)  Manihot  Glaziovii  (Ceara  Rubber). 

(C)  Castilloa  elastica. 

(D)  Ficus  elastica  (Rambong). 

(E)  Any  other  plant  which  the  International  Rubber  Regulation  Committee 
may  decide  is  a  rubber  plant  for  the  purpose  of  this  Regulation. 

(e)  "Rubber"  includes  (a)  rubber  prepared  from  the  leaves,  bark,  or  latex 
of  any  rubber  plant  and  the  latex  of  any  rubber  plant,  whether  fluid  or  coagulated, 
in  any  stage  of  the  treatment  to  which  it  is  subjected  during  the  process  of  con- 
version into  rubber,  and  latex  in  any  state  of  concentration;  and  (b)  all  articles 
and  things  manufactured  wholly  or  partly  of  rubber. 

(f)  "Replanting"  or  "replant"  means  planting  during  the  period  of  the  Regu- 
lation more  than  thirty  rubber  plants  on  any  acre,  or  seventy-five  rubber  plants  on 
any  hectare  of  any  area  carrying  rubber  plants  at  the  date  the  Regulation  becomes 
operative. 

(g)  "Net  exports"  means  the  diff'erence  between  the  total  imports  of  rubber 
into  a  territory  during  a  period  and  the  total  exports  of  rubber  out  of  that  territory 
during  the  same  period,  provided  that,  notwithstanding  the  meaning  attached  to 
"rubber"  elsewhere  in  this  Agreement,  imports  or  re-exports  of  articles  and  things 
manufactured  wholly  or  partly  of  rubber  and  rubber  consumed  in  the  country  of 
production  shall  not  be  included  in  arriving  at  net  exports. 

(h)  "Owner"  means  and  includes  the  proprietor  occupier  or  person  in  the  pos- 
session or  in  charge  of  a  holding  or  such  person  as  is,  in  the  opinion  of  the  Govern- 
ment concerned,  the  Manager  or  Agent  of  or  entitled  to  act  for  or  on  behalf  of  such 
proprietor  occupier  or  person, 

(i)  "Holding"  means  land  on  which  rubber  plants  are  grown  which  is  in  the 
ownership  possession  or  occupation  or  is  being  worked  by  or  under  the  control  of 
the  owner. 

(j)  "Person,"  unless  the  context  otherwise  requires,  includes  a  company 
corporation  partnership  or  other  body  whether  corporate  or  not. 

.'iRTICLE    3 

(a)  The  contracting  Governments  undertake  to  take  such  measures  as  may  be 
necessary  to  maintain  and  enforce  in  their  respective  territories,  as  defined  in 
Article  1,  the  regulation  and  control  of  the  production,  export,  and  import  of 
rubber  as  laid  down  in  Articles  4,  5,  6,  8,  9,  10,  11,  12,  and  13  of  this  Agreement, 
hereinafter  referred  to  as  "the  regulation." 

(b)  The  said  regulation  shall  come  into  operation  on  the  1st  day  of  June,  1934, 
and  shall  remain  in  force  until  the  31st  of  December,  1938,  as  a  minimum  period. 

(c)^  Not  more  than  twelve  calendar  months  and  not  less  than  nine  calendar 
months  prior  to  the  Slst  December,  1938,  the  International  Rubber  Regulation 
Committee  shall  make  a  recommendation  to  the  contracting  Governments  as  to 
the  continuation  or  otherwise  of  the  regulation.  The  recommendation,  if  in 
favor  of  continuation,  may  suggest  amendments  to  the  regulation  and  include 
proposals  relating  to  the  other  provisions  of  this  agreement. 

(d)  Each  contracting  Government  shall  signify  to  the  International  Rubber 
Regulation  Committee  and  to  the  other  contracting  Governments  its  acceptance 
or  rejection  of  the  recommendation  referred  to  in  the  immediately  preceding 
paragraph  within  three  calendar  months  after  the  date  of  the  receipt  of  such 
recommendation. 

(e)  If  the  said  recommendation  is  accepted  by  all  the  contracting  Governments, 
the  contracting  Governments  undertake  to  take  such  measures  as  may  be  neces- 
sary to  carry  out  the  said  recommenatiori.  The  Government  of  the  United 
Kingdom  shall  in  this  event  draw  up  and  communicate  to  all  the  other  contracting 
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Governments  a  declaration  certifying  the  terms  of  the  said  recommendation  and 
its  acceptance  by  all  the  contracting  Governments. 

(f)  If  the  said  recommendation  is  not  accepted  by  all  the  contracting  Govern- 
ments, the  Government  of  the  United  Kingdom  may  of  its  own  motion,  and  shall, 
if  requested  by  any  other  contracting  Government,  convoke  a  conference  of  the 
contracting  Governments  to  consider  the  situation. 

(g)  Unless  a  recommendation  to  continue  the  regulation  is  accepted  under 
paragraphs  (d)  and  (e)  above,  or  unless  an  agreement  for  continuation  is  concluded 
between  the  contracting  Governments  at  the  conference  referred  to  in  paragraph 
(f)  above,  the  regulation  and  all  the  obligations  arising  out  of  this  agreement  shall 
terminate  on  the  31st  December,  1938.  If  at  the  conference  referred  to  in  para- 
graph (f)  above  an  agreement  for  continuation  is  concluded  between  some  but 
not  all  of  the  contracting  Governments,  the  regulation  and  all  the  obligations 
arising  out  of  this  agreement  shall  terminate  on  the  31st  December,  1938,  in 
respect  of  any  contracting  Government  not  a  party  to  the  agreement  for  continu- 
ation. 

ARTICLE   4 

In  the  case  of  the  Straits  Settlements,  the  Federated  Malay  States,  and  the 
Unfederated  Malay  States  and  Brunei  (which  shall  be  deemed  to  constitute  a 
single  group  of  territories  for  this  purpose),  and  of  the  Netherlands  Indies,  Ceylon, 
India  (including  Burma),  the  State  of  North  Borneo,  Sarawak,  and  Siam,  the 
exports  of  rubber  from  the  territory  shall  be  regulated  in  accordance  with  the 
following  provisions — 

(a)  The  following  annual  quantities  in  tons  of  2,240  English  pounds  dry  rubber 
shall  be  adopted  as  basic  quotas  for  each  territory  or  group  of  territories  for  the 
control  years  specified — 


1934 

1935 

1936 

1937 

1038 

straits  Settlements,  Federated  Malay  States,  Un- 
federated Malay  States,  and  Brunei..  .. 

Tons 

M2  of  504,000. 

^2  of  352,000 

M2  of  77,500 

Ma  of  6,850 

Ma  of  5,150 

Ma  of  12,000 

Ma  of  24,000 

Ma  of  15,000 

Tons 
538,000 
400,000 
79,000 
8,250 
6,750 
13,000 
28,000 
15,000 

Tons 

569,000 

443,000 

80,000 

9,000 

8,000 

14,000 

30,000 

15,000 

Tons 

589,000 

467,000 

81,000 

9,000 

9,000 

16,500 

31,500 

15,000 

Tons 
602,000 

Netherlands  India.  .                 . .    .      

485,000 

Ceylon 

82,500 

India 

9,250 

Burma 

StatA  of  North  Borneo .  ..  .        

9,250 
16,500 

Sarawak...  .                                        .... 

32,000 

Siam .  . 

15,000 

(b)  "The  International  Rubber  Regulation  Committee  shall  fix  from  time  to 
time  for  each  territory  or  group  of  territories  a  percentage  of  the  basic  quota." 
Except  in  the  case  of  Siam,  the  percentage  of  the  basic  quota  fixed  by  the  Inter- 
national Rubber  Regulation  Committee  shall  be  the  same  for  each  territory  or 
group  of  territories.  In  the  case  of  Siam,  the  percentage  of  the  basic  quota  for 
that  territory  shall  not  be  less  than  50  percent  for  the  year  1934,  than  75  per  cent 
for  the  year  1935,  than  85  per  cent  for  the  year  1936,  than  90  per  cent  for  the  year 
1937,  and  100  per  cent  for  the  j'ear  1938. 

(c)  In  each  control  year  the  quantity  of  rubber,  which  is  equivalent  to  the 
jiercentage  so  fixed  of  the  basic  quotas  of  each  territory  or  group  of  territories, 
constitutes  for  that  territory  or  group  of  territories  the  "permissible  exportable 
amount"  for  such  territory  or  group  of  territories. 

ARTICLE   6 

The  net  exports  of  rubber  from  each  territory  or  group  of  territories  shail  be 
limited  to  the  "permissible  exportable  amount"; 

Provided  that  (1)  in  any  control  year  the  net  exports  may  be  permitted  to  ex- 
ceed the  "permissible  exportable  amount"  by  a  quantity  not  greater  than  5  per 
cent  of  that  amount  but,  if  the  "permissible  exportable  amount"  is  exceeded 
in  any  year,  the  net  exports  for  the  immediately  following  control  year  shall 
be  limited  to  the  "permissible  exportable  amount"  for  such  year  less  the  amount 
of  such  excess  for  the  previous  year. 

(2)  If  any  territory  or  group  of  territories  has  exported  in  any  control  year  less 
than  its  "permissible  exportable  amount,"  the  net  exports  from  such  territories 
or  group  of  territories  f^r  the  immediately  following  year  may  be  permitted  to 
e;cceed  the  "permissible  exportable  amount"  for  such  year  by  an  amount  equal  to 
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the  deficiency  below  the  "permissible  exportable  amount"  for  the  previous  year 
if  such  deficient^  was  not  more  than  12  per  cent  of  such  "permissible  exportable 
amount,"  or  equal  to  12  per  cent  of  such  "permissible  exportable  amount"  if  the 
deficiency  exceeded  12  per  cent; 

(3)  In  the  case  of  the  group  of  territories  comprising  the  Straits  Settlements, 
the  Federated  Malay  States  and  the  Unfederated  Malay  States  and  Brunei,  the 
obligations  arising  under  this  Article  may  be  executed  (a)  by  controlling  the  actual 
production  of  rubber  on  the  islands  of  Singapore  and  Penang  (parts  of  the  Straits 
Settlements) ,  and  (b)  by  controlling  the  exports  of  rubber  from  the  remainder  of 
this  group  of  territories  in  such  a  manner  that  the  total  of  the  production  of  rubber 
during  the  control  year  in  question  in  Singapore  and  Penang,  together  with  the  net 
exports  of  rubber  during  the  said  year  from  the  remainder  of  the  group  of  terri- 
tories, shall  not  exceed  the  amount  of  the  "permissible  exportable  amount"  for 
the  whole  group  of  territories. 

(4)  For  the  purpose  of  the  preceding  proviso  and  of  the  provisions  of  Articles 
9,  10,  and  13  below,  the  entry  of  rubber  from  the  remainder  of  th,e  group  into 
Singapore  or  Penang,  or  vice  versa,  shall  be  deemed  to  be  an  export  or  import  as 
the  case  may  be. 

ARTICLE   6 

In  the  case  of  French  Indo-China,  the  Administration  (i)  shall  maintain  a  com- 
plete record  of  all  rubber  leaving  the  territory  and  will  establish  such  control 
as  is  necessary  for  this  purpose,  and  (ii)  on  the  happening  of  the  events  specified 
in  paragraphs  (a)  or  (b)  below,  shall  cause  the  quantities  of  rubber  specified  in 
those  paragraphs  (taken  in  conjunction  with  paragraphs  (c)  and  (d)  to  be 
delivered  to  the  order  of  the  International  Rubber  Regulation  Committee  in 
accordance  with  the  provisions  of  paragraph  (e)  below — 

(a)  If  in  any  control  year  the  total  quantity  of  rubber  leaving  French  Indo- 
China  for  any  part  of  the  world  shall  exceed  50,000  tons  (of  2,240  English  pounds), 
but  shall  be  less  than  the  total  quantity  of  unmanufactured  rubber  entering  and 
retained  in  France  in  that  year,  a  quantity  of  rubber  shall  be  delivered  equivalent 
to  10  per  cent  of  the  amount  by  which  the  total  quantity  of  rubber  leaving 
French  Indo-China  exceeds  30,000  tons. 

(b)  If  in  any  control  year  the  total  quantity  of  rubber  leaving  French  Indo- 
China  exceeds  the  total  quantity  of  unmanufactured  rubber  entering  and  retained 
in  France  in  that  year,  a  quantity  of  rubber  shall  be  delivered  equivalent  to  10 
per  cent  of  the  difference  between  30,000  tons  and  the  amount  of  the  retained 
quantity  aforesaid,  together  with  an  additional  quantity  corresponding  to  a  per- 
centage of  the  difference  between  the  total  quantity  of  unmanufactured  rubber 
entering  and  retained  in  France,  and  the  total  quantity  of  rubber  leaving  French 
Indo-China  for  any  part  of  the  world  during  that  year,  such  percentage  being  the 
average  percentage  of  reduction  of  basic  quotas  which  shall  have  been  applied  in 
that  year  in  the  territories  specified  in  Article  4,  excluding  Siam. 

(c)  The  quantities  above  mentioned  or  referred  to  shall  be  reduced  for  the  con- 
trol year  ending  the  31st  December,  1934,  to  7/12ths  of  those  quantities. 

(d)  Provided,  however,  that  the  quantity  of  rubber  to  be  delivered  by  French 
Indo-China  in  any  control  year  shall  not  exceed  a  quantity  equal  to  the  percentage 
of  the  total  quantity  of  rubber  leaving  French  Indo-China  corresponding  to  the 
average  percentage  of  reduction  of  the  basic  quotas  which  shall  have  been  applied 
in  that  year  in  the  territories  specified  in  Article  4,  exchidirig  Siam. 

(e)  The  quantities  of  rubber  referred  to  in  paragraphs  (a)  and  (b)  above  (taken 
in  conjunction  with  paragraphs  (c)  and  (d)  )  shall  be  notified  to  and  agreed  with 
the  International  Rubber  Regulation  Committee  and  delivered  free  of  cost  and 
all  charges  in  the  form  of  Singapore  standard  sheets  or  Singapore  standard  crepe, 
to  the  order  of  the  International  Rubber  Regulation  Committee  in  Singapore  (or 
in  any  other  port  or  place  selected  by  the  International  Rubber  Regulation  Com- 
mittee) within  three  months  after  the  expiration  p    the  control  year  in  question. 

ARTICLE  7 

The  International  Rubber  Regulation  Committee  may  dispose  of  all  rubber 
delivered  in  accordance  with  the  provisions  of  the  preceding  Article  in  such 
manner  as  it  shall  deem  to  be  most  beneficial  to  the  objects  which  are  envisaged 
in  the  provisions  of  the  present  Convention. 

ARTICLE  8 

The  provisions  of  Articles  9,  10,  11,  12,  13,  and  14  below  apply  to  all  the  terri- 
tories specified  in  Article  1  unless  the  contrary  is  expressly  stated. 
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ARTICLE  9 

The  exportation  of  rubber  from  a  territory  or  group  of  territories  shall  be 
prohibited  under  penalties  that  will  be  effectively  deterrent,  unless  such  rubber 
is  accompanied  by  a  certificate  of  origin  duly  authenticated  by  an  official  duly 
empowered  for  this  purpose  by  the  Administration  of  the  territory  or  group. 
The  penalties  which  may  be  imposed  for  this  offence  shall  include  (a)  the  destruc- 
tion, and  (b)  the  confiscation  of  the  rubber.  This  Article  does  not  apply  to  the 
islands  of  Singapore  and  Penang. 

ARTICLE  10 

The  importation  of  rubber  into  a  territory  or  group  of  territories  shall  be  pro- 
hibited, under  penalties  that  will  be  effectively  deterrent,  unless  such  rubber  is 
accompanied  by  a  certificate  of  origin  duly  authenticated  by  a  competent  official 
of  the  Administration  of  the  territory  or  group  of  origin.  The  penalties  which 
may  be  imposed  for  this  offence  shall  include  (a)  the  destruction,  and  (b)  the 
confiscation  of  the  rubber. 

ARTICLE  11 

(a)  Every  owner  shall  be  prohibited,  under  penalties  that  shall  be  effectively 
deterrent,  from  having  in  his.  possession  or  under  his  control  within  a  territory  or 
group  of  territories  at  "any  time  stocks  of  rubber  exceeding  20  per  cent  of  the 
quantity  of  rubber  wholly  grown  and  produced  and  removed  from  his  holding 
during  the  preceding  twelve  months,  or,  alternatively,  a  quantity  equivalent  to 
twice  the  amount  he  is  entitled  to  export  during  any  month." 

(b)  The  total  of  all  other  stocks  of  rubber  in  the  territory  shall  be  limited  to  a 
quantity  not  exceeding  12}^  per  cent  of  its  "permissible  exportable  amount"  for 
the  control  year. 

(c)  The  preceding  provisions  of  this  Article  do  not  apply  to  French  Indo- 
China,  India  (including  Burma),  the  islands  of  Singapore  or  Penang,  Sarawak, 
or  Siam,  but  in  India  (including  Burma),  Sarawak,  and  Siam  the  stocks  of  rubber 
shall  be  limited  to  normal  proportions  having  regard  to  the  amount  of  rubber 
internally  consumed. 

ARTICLE  12 

(a)  Except  as  provided  in  paragraphs  (b)  and  (c)  of  this  article,  "the  planting 
of  rubber  plants  during  the  period  of  the  Regulation  shall  be  prohibited  abso- 
lutely" under  penalties  that  shall  be  effectively  deterrent,  such  penalties  including 
the  compulsory  eradication  and  destruction  at  the  expense  of  the  owner  of  the 
plants  so  planted. 

(b)  In  Siam  the  planting  of  an  area  not  exceeding  in  the  aggregate  31,000 
acres  may  be  permitted. 

(c)  In  all  territories — 

(i)  The  planting  of  small  areas  for  exclusively  experimental  purposes  may  bo 
permitted  provided  that  during  the  period  of  the  Regulation  the  total  area  of 
such  permitted  plantings  in  any  territory  or  group  of  territories  shall  not  exceed 
the  equivalent  of  one-quarter  of  1  per  cent  of  that  territory's  or  group's  ascer- 
tained total  area  planted  at  the  date  of  commencement  of  the  Regulation. 

(ii)  The  limited  replanting  of  areas  at  present  carrying  rubber  plants  may  be 
permitted  upon  the  following  conditions:  An  owner  who  desires  to  replant  part 
of  his  holding  shall  be  obliged  first  to  notify  the  Administration  of  the  territory 
or  group  of  territories  of  his  intention  to  replant  and  to  give  such  particulars  of 
the  proposed  replanting  as  may  be  required  by  the  Administration,  and  he  may 
then  be  permitted  to  replant  in  any  control  year  to  the  extent  set  out  in  such 
particulars  "an  area  not  exceeding  10  per  cent  of  the  total  planted  area  of  his 
holding  in  the  territory"  or  group  of  territories  at  the  date  of  commencement  of 
the  Regulation,  provided  that  the  aggregate  of  the  areas  so  replanted  during  the 
minimum  period  of  the  Regulation  (specified  in  Article.3  (b)  )  shall  not  exceed 
20  per  cent  of  such  total  planted  area  of  his  holding. 

ARTICLE  13 

The  exportation  from  the  territory  or  group  of  territories  of  any  leaves,  flowers, 
seeds,  buds,  twigs,  branches,  roots,  or  any  living  portion  of  the  rubber  plant  that 
may  be  used  to  propagate  it  shall  be  prohibited  under  penalties  ihat  shall  be 
effectively  deterrent. 
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AIITICLK    14 

The  contracting  Governments  and  the  Administrations  of  the  territories  or 
group  of  territories  to  which  the  present  Agreement  applies  will  co-operate  with 
each  other  to  prevent  smuggling  evasions  and  other  abuses  of  the  Regulation. 

ARTICLE    15 

(a)  An  International  Committee,  to  be  designated  "The  International  Ruljber 
Regulation  Committee,"  shall  be  constituted  as  soon  as  possible. 

(b)  The  said  Committee  shall  be  composed  of  delegations  representing  the 
territories  or  groups  of  territories  to  which  the  present  Agreement  applies,  and 
the  numbers  of  the  respective  delegations  and  the  numbers  of  the  persons  who 
may  be  nominated  as  substitutes  to  replace  members  of  delegations  who  are  absent 
shall  be  as  follows — 


(1)  straits  Settlements,  Federated  Malay  States,  Unfederated  Malay  States, 

Brunei-. -- 

(2)  Netherlands  India 

(3)  Ceylon - - - .— 

(4)  India,  including  Burma --- 

(5)  French  Indo-Chlna - ^ 

(6)  State  of  North  Borneo 

(7)  Sarawak 

(8)  Siam.. 


Substitute 
Members 


(c)  The'Government  of  the  United  Kingdom  shall  be  informed  as  soon  as  possible 
by  the  other  contracting  Governments  of  the  persons  first  designated  as  members 
of  delegations  representing  their  respective  territories.  All  subsequent  changes 
in  the  membership  of  delegations  shall  be  notified  by  communications  addressed 
to  the  Chairman  of  the  Committee. 

(d)  The  Government  of  the  United  Kingdom  will  convoke  the  first  meeting 
of  the  Committee  as  soon  as  possible,  and  may  do  so  when  the  members  of  six 
delegations  have  been  designated. 

(e)  The  principal  office  of  the  Committee  shall  be  in  London  and  its  meetings 
shall  be  held  in  London.  The  Committee  shall  make  such  arrangements  as  may 
be  necessary  for  office  accommodation  and  may  appoint  and  pay  such  officers  and 
staff  as  may  be  required.  The  remuneration  and  expenses  of  members  of  delega- 
tions shall  be  defrayed  entirely  by  the  Governments  by  whom  they  are  designated. 

(f)  The  proceedings  of  the  Committee  shall  be  conducted  in  English. 

(g)  The  Committee  shall  at  its  first  meeting  elect  its  Chairman  and  Vice- 
Chairman. 

(h)  The  Chairman  and  Vice-Chairman  shall  not  be  members  of  the  same  delega- 
tion. 

(i)  Meetings  shall  be  convened  by  the  Chairman,  or  in  his  absence  by  the 
Vice-Chairman.  Not  more  than  three  calendar  months  shall  elapse  between  any 
two  consecutive  meetings.  An  extraordinary  meeting  shall  be  convened  at  any 
time  at  the  request  of  any  delegation  within  seven  days  of  the  receipt  of  the 
request  by  the  Chairman. 

(j)  The  Committee  shall  perform  the  functions  specifically  entrusted  to  it 
under  Articles  3  (c),4  (b),6,  7,  17,  and  18  of  this  Agreement,  and  shall,  in  addition, 
collect  and  publish  such  statistical  information  and  make  such  other  recommenda- 
tions to  Governments  relevant  to  the  subject-matter  of  this  Agreement  as  may 
seem  desirable,  in  particular  with  reference  to  the  disposal  of  any  rubber  which 
may  come  into  the  ownership  of  any  Government  as  the  result  of  the  carrying  out 
of  Articles  9  and  10  of  this  Agreement.  The  Committee  shall  do  all  such  other  law- 
ful things  as  may  be  necessary,  incidental  or  conducive  to  the  carrying  out  of  its 
functions,  and  give  such  publicity  to  its  actions  as  it  may  deem  necessary  or 
desirable. 

(k)  Each  delegation  shall  vote  as  one  unit.  In  case  of  delegations  composed 
of  more  than  one  member,  the  name  of  the  member  entitled  to  exercise  the  vote 
shall  be  communicated  in  case  of  the  first  meeting  of  the  Committee  to  the  Gov- 
ernment of  the  United  Kingdom  and  thereafter  to  the  Chairman  of  the  Committee. 
The  voting  member  may  in  case  of  absence,  by  communication  to  the  Chairman, 
nominate  another  member  to  act  for  him. 
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(1)  Each  delegation  shall  possess  a  number  of  votes  calculated  on  the  basis  of 
"one  vote  for  every  complete  1,000  tons  of  the  basic  quota  of  the  control  year  for 
the  time  being  for  the  territory  or  group  of  territories  represented  by  that  delega- 
tion," and  for  the  purpose  of  voting  the  territory  of  French  Indo-China  shall  be 
deemed  to  have  the  following  quotas,  viz. — 

Tons 

1934 , 22,500 

1935 27,000 

1936 34,000 

1937 44,000 

1938 52,000 

(m)  The  presence  of  voting  members  of  at  least  four  delegations  shall  be  neces- 
sary to  constitute  a  quorum  at  any  meeting;  provided  that  if  within  an  hour  of 
the  time  appointed  for  any  meeting  a  quorum  as  above  defined  is  not  present, 
the  meeting  may  be  adjourned  by  the  Chairman  to  the  same  day,  time,  and  place 
in  the  next  week,  and  if  at  such  adjourned  meeting  a  quorum  as  defined  above  is 
not  present,  those  delegations  who  are  present  at  the  adjourned  meeting  shall 
constitute  a  quorum. 

(n)   Decisions  shall  be  taken  by  a  majority  of  the  votes  cast;  provided  that — 

(i)  A  decision  fixing  or  varying  the  permissible  exportable  percentage  of  the 
basic  quotas,  or  making  or  modifying  or  abrogating  the  rules  of  procedure  shall 
require  a  three-fourths  majority  of  the  total  votes  which  could  be  cast  by  all  the 
delegations  entitled  to  vote,  whether  such  delegations  are  present  or  not; 

(ii)  The  delegations  representing  French  Indo-China  shall  only  be  entitled  to 
participate  in  any  discussion  or  vote  on  the  permissible  exportable  percentage  of 
the  basic  quotas  if  and  so  long  as  this  territory  is  conforming  to  the  Regulation 
on  the  basis  of  Article  6  (b). 

(o)  The  Committee  shall  at  the  beginning  of  each  control  year  draw  up  its 
budget  for  the  forthcoming  year.  The  budget  shall  show  under  appropriate 
headings  and  in  reasonable  detail  the  estimate  of  the  Committee  of  its  expenses 
for  that  year.  The  budget  shall  be  communicated  to  the  contracting  Govern- 
ments and  to  the  Administrations  of  the  territories  or  group  of  territories  to  which 
the  present  Agreement  applies,  and  shall  show  the  share  of  the  expenses  falling 
upon  each  territory  or  group  of  territories  in  accordance  with  the  provisions  of 
Article  16. 

As  soon  as  possible  after  the  end  of  each  control  year,  the  Committee  shall 
cause  to  be  drawn  up  and  audited  by  a  duly  qualified  chartered  accountant  a 
statement  of  account  showing  the  money  received  and  expended  during  such  years. 
The  statement  of  account  shall  be  communicated  to  the  contracting  Governments 
and  to  the  Administrations  of  all  territories  or  group  of  territories  to  which  the 
present  Agreement  applies. 

(p)  The  Committee  may  di'aw  .up,  put  into  force,  modify,  or  abrogate  rules 
for  the  conduct  of  its  business  and  procedure  as  may  from  time  to  time  be  neces- 
sary, provided  that  its  rules  of  procedure  shall  be  at  all  times  in  conformity  with 
the  preceding  provisions  of  this  Article. 

ARTICLE  16 

The  expenses  of  the  International  Rubber  Regulation  Committee  shall  be 
defrayed  by  the  Administrations  of  all  territories  or  group  of  territories  to  which 
the  present  Agreement  applies,  other  than  Sarawak  and  Siam.  One  half  of  the 
contribution  for  the  whole  year  of  each  territory  or  group  of  territories,  as  shown 
in  the  budget  drawn  up  by  the  Committee,  shall  be  paid  immediately  on  receipt 
of  the  budget  by  the  contracting  Governments,  and  the  balance  of  such  contribu- 
tion not  later  than  6  months  after  this  date.  The  contribution  of  each  territory 
or  group  of  territories  shall  be  proportionate  to  their  respective  basic  quota  for 
the  control  year  to  which  the  budget  relates.  The  basic  quotas  of  French  Indo- 
China  for  this  purpose  shall  be  those  specified  in  Article  15  (1). 

ARTICLE  17 

(a)  The  Administrations  of  each  of  the  territories  or  group  of  territories  to 
which  the  present  Agreement  applies  shall  not  later  than  the  1st  January,  1935, 
communicate  to  the  International  Rubber  Regulation  Committee  a  declaration 
showing  the  total  ascertained  area  in  the  territory  or  group  planted  with  rubber 
on  the  1st  June,  1934. 

(b)  Each  Administration  will  furnish  to  the  International  Rubber  Regulation 
Committee  all  reasonable  assistance  to  enable  the  Committee  properly  and  effi- 
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ciently  to  discharge  its  duties.  Such  assistance  shall  include  all  necessary  statisti- 
cal information  and  ample  facilities  to  duly  accredited  agents  bf  the  Committee 
for  the  investigation  of  the  manner  in'which  the  regulation  is  being  carried  out  in 
the  territory. 

ARTICLE  18 

The  International  Rubber  Regulation  Committee  shall  be  empowered  to,  and 
shall  within  one  month  after  the  date  of  its  first  meeting,  invite  the  body  or  bodies 
they  consider  most  representative  of  rubber  manufacturers  to  nominate  three 
persons  representative  of  such  manufacturers,  of  whom  one  shall  be  representative 
of  manufacturers  in  America,  and  such  representatives  shall  form  a  panel  who 
will  be  invited  to  tender  advice  from  time  to  time  to  the  International  Rubber 
Regulation  Committee  as  to  world  stocks,  the  fixing  and  varying  of  the  permissible 
exportable  percentage  of  the  basic  quotas,  and  cognate  matters  affecting  the, 
interests  of  rubber  manufacturers. 

ARTICLE    19 

The  contracting  Governments,  recognizing  that  a  natural  balancing  of  produc- 
tion and  consumption  can  be  hastened  by  research  with  a  view  to  developing 
new  applications  and  by  propaganda,  declare  that  they  will  consider  the  possi- 
bility of  (i)  levying  and  collecting  a  uniform  cess  on  the  net  exports  from  their 
respective  territories  during  the  period  of  the  Regulations  for  the  purpose  of 
supporting  such  research  and  propaganda,  and  (ii)  co-operating  in  the  constitu- 
tion of  an  International  Rubber  Research  Board  to  plan  the  research  and  propa- 
ganda. If  the  proposals  specified  in  this  article  are  put  into  operation,  no  financial 
contribution  will  be  expected  in  respect  of  Sarawak  or  Siam. 

In  witness  whereof  the  undersigned  plenipotentiaries,  being  authorized  to  this 
effect  by  their  respective  Governments,  have  signed  the  present  Agreement  and 
affixed  thereto  their  seals. 

Done  at  London  this  7th  day  of  May,  1934,  in  a  single  copy,  which  shall  remain 
deposited  in  the  archives  of  the  Government  of  the  United   Kingdom,  and  of 
which  duly  certified  copies  shall  b^  communicated  by  the  Government  of  the 
United  Kingc^om  to  each  of  the  other  contracting  Governments. 
For  the  Government  of  the  French  Republic: 

Ch.  Cobbin. 
For  the  Government  of  the  United  Kingdom  of  Great  Britain  and  Northern 
Ireland: 
John  Simon. 
P.  Cun';liffe-Lister. 
For  the  Government  of  India: 
Subject  to  reservations  annexed: 

B.    N.    MiTRA. 

In  signing  this  Agreement  on  behalf  of  my  Government,  I  have  been  instructed 
to  make  the  following  reservations — 

(a)  The  accession  of  the  Government  of  India  is  subject  to  the  agreement  and 
co-operation  of  rubber-producing  "Indian  States"  in  India,  in  which  areas  the 
Government  of  India  has  no  power  to  maintain  or  enforce  the  restriction.  The 
terms  of  the  Inter-Governmental  Agreement  have  been  brought  to  the  notice  of 
the  States  concerned,  and  the  Government  of  India  has  every  reason  to  believe 
that  they  wiU  act  in  accordance  with  its  provisions. 

(b)  In  so  far  as  legislative  action  will  be  necessary  to  implement  the  terms  of 
the  Agreement,  the  accession  of  the  Government  of  India  is  subject  to  the  approval 
of  the  Indian  Legislature. 

(Signed)     B.  N.  Mitra. 
7th  May,  1934? 
For  the  Government  of  the  Kingdom  of  the  Netherlands: 

R.  de  Marees  van  Swinderen. 
For  the  Government  of  the  Kingdom  of  Siam: 
Subject  to  ratification: 
Phya  Subarn  Sompati. 

NOTES 

1.  A  Protocol,  dated  5th  February,  1937,  between  the  governments  of  France, 
the  United  Kingdom,  India,  the  Netherlands,  and  Siam,  amended  Article  4  (a,) 
of  the  above  agreement  to  read  as  follows — 

1936  1937  1938 

Netherlands  India 500,000     520,000     540,000 
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2.  In  February,  1938,  the  Rubber  Regulation  Committee  decided  to  recom- 
mend to  the  governments  concerned  the  continuance  of  the  rubber  control 
scheme,  subject  to  certain  modifications,  for  a  further  period  of  five  years.  The 
total  planted  area  to  be  covered  by  the  Agreement  is- 

Straits   Settlements,   Federated   Malay   States,   Unfederated   Malay  ■4«''" 

States,  and  Brunei 3,  273,  100 

Netherlands  India .  3,  192,  400 

Ceylon . 605,200 

French  Indo-China 314,  200 

India 128,  000 

Burma 104,400 

State  of  North  Borneo , .  _  126,  600 

Sarawak 215,  800 

The  provisional  modifications  included  the  removal  of  the  ban  on  new  planting 
and  the  permission  of  new  planting  up  to  5  per  cent  of  total  planted  areas  (equal 
to  about  400,000  acres) ,  while  replanting  can  proceed  freely  until  the  end  of  1940, 
when  the  position  is  to  be  reviewed.  The  deficit  from  the  permissible  exports 
which  may  be  carried  over  to  the  following  year  is  reduced  from  12  per  cent  to 
10  percent.  The  stocks  which  estates  of  100  acres  and  over  are  allowed  to  hold 
are  raised  from  two  months'  to  three  months'  stocks,  and  the  basis  of  calcualtion 
is  made  more  precise.  It  is  suggested  that  the  representatives  of  the  United  States 
manufacturers  on  the  Advisory  Panel  should  be  increased  to  two.  New  basic 
quotas  designed  to  conform  as  closely  as  possible  to  relative  productive  capacities 
over  the  five  years,  1939-43,  have  been  worked  out,  and  these  are  given  in  the 
following  table — 


1939 

1940 

1941 

1942 

1943 

straits  Settlements,  F.  M.  S.,  U.  M.  S.,  and  Brunei,. 
Netherlands  India.    

632,000 
631,500 
106,000 
17,750 
13,500 
21,000 
43,000 
54,500 

(Long 
long) 
642,500 
640,000 
107,500 
17,750 
13,750 
21,000 
43,700 
55,300 

(Long 
tons) 
648,000 
643,500 
109,000 
17, 750 
13,750 
21,000 
44,000 
55,700 

651,000 
650.000 
109,500 
17,750 
13,750 
21,000 
44,000 
56,000 

651,500 
651,000 

Ceylon . 

110,000 

India                        .    ._. ..  . 

17,750 

Burma                        .       .        -  .       

13,750 

■State  of  N.  Borneo 

21  000 

Sarawak.. j. 

44,000 

fiiam       .       .                                                    ■       . 

60,000 

Total - 

1, 519, 000 

1,541,500 

1, 654, 700 

1,563,000 

1,  569, 000 

It  will  be  seen  that  the  new  figures  now  leave  only  a  negligible  difference  between 
Malaya  and  the  Dutch  East  Indies  ("Netherlands  India").  The  renewal  of  the 
agreement  was  supported  by  the  Rubber  Growers'  Association,  the  Internationale 
Vereeniging  voor  de  Rubbercultuur  (Holland),  the  Union  des  Planteurs  de 
Caoutchouc  en  Indochine  (France),  and  by  the  Advisory  Panel  of  Manufacturers. 


Exhibit  No.  2081 

Plan  for  the  Formation  op  the  Tanker  Pool  ' 

1  Frederick's  Place, 
Old  Jewry,  London,  E.  C.  2, 

March  1,  1934. 
Dear  Sir:  1.  For  some  time  past  an  International  Committee  of  Tank-Ship 
Owners  has  been  sitting  for  the  purpose  of  considering  proposals  for  the  ameliora- 
tion of  the  present  conditions  in  the  tanker  freight  market. 

2.  In  view  of  the  volume,  of  laid-up  tanker  tonnage  which  is  depressing  the 
market,  it  is  evident  that  until  there  is  a  definite  increase  in  demand,  there  can  be 
no  material  improvement  in  the  freight  Aarket,  unless  some  plan  is  adopted  which 
offers  an  inducement  to  owners  to  refrain  from  accepting  uneconomic  rates.  In 
present  conditions  of  supply  and  demand  an  excessive  increase  in  rates  would  be 
neither  justified  nor  desirable,  but  there  is  no  reason  why  the  owners  of  tanker 
tonnage  should  continue  to  run  their  vessels  at  rates  which,  so  far  from  giving 
them  any  return  on  their  capital,  do  not  even  provide  for  depreciation. 

'  "Control  of  Ocean  Freight  Rates  in  Foreign  Trade",  by  Albert  E.  Sanderson,  U.  S.  Department  of  Com- 
merce, Trade  Promotion  Series — No.  185  (pp.  6-9). ' 
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3.  Having  these  basic  facts  in  mind,  the  coniuiittec  now  submits  to  you  the 
enclosed  plan  to  l)c  known  for  convenience  of  reference  as  the  Schierwater  Plan. 
The  documents  relating  to  the  plan  are  of  necessity  rather  lengthy,  as  it  has  been 
considered  prudent  to  provide,  so  far  as  could  be  foreseen,  for  all  likely  contin- 
gencies, but  the  principles  of  the  plan  are  simple.     The  main  features  are: 

The  formation  of  an  association,  the  members  of  which  will  pay  in  to  a  common 
pool  a  percentage  of  all  freights  received  by  them  on  charters  made  after  the  plan 
becomes  operative.  The  proceeds  of  these  contributions,  less  the  necessary 
expenses,  will  be  distributed  among  the  vessels  which  are  laid  up,  thus  providing 
a  definite  inducement  to  owners  to  refrain  from  accepting  uneconomic  rates. 

4.  This  should  result  in  an  automatic  rise  in  freights  by  which  all  members  will 
benefit.  This  rise  should  not  merely  be  in  the  gross  freights  but  in  the  net  freights 
received  after  deduction  of  the  pool  percentage,  as  naturally  an  owner  will  not 
accept  a  rate  unless  he  is  satisfied  that  by  doing  so  he  will  be  at  least  as  well  off 
as  by  drawing  laying-up  allowance  from  the  pool. 

5.  The  percentage  of  his  freight  which  the  owner  will  pay  to  the  pool,  will,  it  is 
assumed,  in  practice,  not  come  out  of  his  pocket,  as  in  calculating  his  costs  he  will 
simply  include  his  contribution  as  he  now  does  his  port  and  other  charges,  with  the 
knowledge  that  competing  owners  are  in  the  same  position. 

6.  There  is  no  attempt  under  the  plan  to  fix  freight  rates  or  to  control  the  move- 
ments of  vessels.  Each  owner  will  retain,  his  complete  independence  and  is  at 
liberty  to  accept  whatever  rates  he  may  think  desirable  in  his  particular  circum- 
stances. He  may  run  his  vessels,  or  lay  them  up,  as  he  may  prefer,  without 
consulting  the  association. 

7.  The  pool  is  confined  to  tanker  vessels  of  2,000  tons  gross  and  over. 

8.  The  foregoing  in  brief  outline  is  the  essence  of  the  plan. 
Other  features  to  which  attention  is  drawn  are — 

9.  That  the  affairs  of  the  association  controlling  the  pool  will  be  in  the  hands  of 
an  international  council,  domiciled  in  London,  consisting  of  representatives  from 
each  country,  elected  by  the  owners  in  the  different  countries  on  the  basis  of  the 
tonnage  entered  in  the  pool  and  registered  in  each  country.  The  powers  of  the 
council  are  defined  in  the  articles  of  association. 

10.  That  a  leading  firm  of  chartered  accountants  shall  be  appointed  by  the 
council  to  act  as  secretaries  to  the  pool  and  to  keep  and  check  the  accounts  of 
the  pool.  The  committee  has  made  arrangements  with  Messrs.  Price,  Waterhouse 
&  Co.,  of  London,  by  which  this  firm  will  act  as  the  first  secretaries. 

11.  A  point  to  which  the  committee  has  given  very  serious  thought  is  the  allo- 
cation of  laying-up  allowance  as  between  Diesel  vessels  and  steamers.  It  is  gen- 
erally admitted  that,  ignoring  depreciation,  Diesels  can  work  at  a  lower  cost  than 
steamships  and  for  some  time  past  a  very  large  majority  of  fixtures  have  been 
secured  by  Diesel  vessels. 

The  outlook  for  steamers  under  present  conditions  is  undoubtedly  gloomy,  but 
it  must  be  recognized  by  the  owners  of  Diesel  vessels  that  any  rise  in  freights  can 
only  be  very  limited  unless  steamers  are  provided  for  in  the  plan.  Having  all 
circumstances  .in  mind,  the  committee  considers  that  the  regulation  which  pro- 
vides that  the  tonnage  of  a  steamer  shall  rank  as  70  percent  only  of  its  actual 
tonnage  for  the  purpose  of  drawing  laying-up  allowance,  is  a  fair  and  equitable 
solution. 

12.  Sale  of  vessels. — Rule  6  of  the  rules  of  the  association  is  inserted  with  the 
intention  of  preventing  "fictitious"  sales,  made  with  the  object  of  avoiding  pool 
contributions.  There  is  no  restriction  on  genuine  sales,  as  it  is  recognized  that 
many  owners  would  be  unwilling  or  unable  to  bind  themselves  in  this  respect. 

13.  Although  the  maximum  percentage  payable  to  the  pool  on  voyage  charters 
has  been  fixed  at  SSYs  percent  of  the  gross  freight,  the  intention  of  the  committee 
is  to  recommend  that  at  the  commencement  of  operations  a  rate  of  10  percent  to 
15  percent  be  levied. 

No  contributions  will  be  payable  on  charters  made  prior  to  the  date  on  which 
the  plan  becomes  operative. 

14.  A  small  entrance  fee  of  £2  2s.  per  tank  vessel  will  be  payable  on  entering 
the  pool  and  the  council  will  have  power  to  charge  an  annual  subscription  of  not 
exceeding  the  same  amount.  These  sums  are  required  toward  the  expenses  of 
the  formation  and  management  of  the  association. 

15.  Membership. — All  European  owners  are  being  invited  to  join  the  pool  forth- 
with, and  steps  are  being  taken  to  secure  the  cooperation  of  owners  outside 
Europe.  ^ 

16.  Brokers. — In  accordance  with  the  principle  of  independence,  no  actual  rule 
has  been-formulated  regarding  the  employment  of  brokers,  but  it  is  hoped  that  in 


CONCENTRATION  OF  ECONOMIC  POWER  13379 

their  own  interests  members  will  confine  their  business  to  brokers  who  will  give 
full  support  to  the  pool  and  operate  exclusively  for  its  members.  It  is  proposed 
to  keep  a  register  of  brokers  who  will  give  such  an  undertaking  and,  in  view  of  the 
benefits  which  brokers  will  receive'  due  to  the  higher  freight  rates,  we  think  it 
reasonable  that  every  bona-fide  broker  should  be  on  this  register. 

17.  The  principal  owners  of  tank  vessels  which  are  associated  with  a  number  of 
the  largest  oil  companies,  owning  between  them  approximately  3,000,000  tons  dead 
weight,  and  whose  vessels  are  employed  primarily  in  carrying  oil  cargoes  of  such 
oil  companies,  have  expressed  their  approval  of  the  plan. 

These  owners  have  arrived  at  an  understanding  with  the  committee,  which  will 
be  given  effect  to  in  an  agreement  with  the  association  which  will  be  signed  when 
the  council  meets. 

This  agreement  will  provide  (inter  alia)-^(a)  That  during  the  existence  of  the 
pool,  the  signatory  companies  will  confine  their  chartering  to  members  of  the  pool 
and  on  the  closing  of  the  pool  they  will  give  preference  on  eqUkl  terms  in  chartering 
to  those  owners  who  have  been  members.  This  preference  will  continue  for  a  period 
of  3  years  after  the  closing  of  the  pool  or  for  such  less  period  as  may  equal  the  time 
for  which  the  pool  continued  in  operation.  This  undertaking  is  not,  however,  to 
prejudice  the  right  of  interchartering  between  the  signatory  companies. 

(b)  That  until,  in  their  opinion,  a  general  improvement  in  the  oil  trade  warrants 
such  a  course,  the  signatory  companies  will  not  put  into  service  any  of  their  vessels 
at  present  laid  up  (unless  under  repair)  except  that  they  will  be  permitted  to  sub- 
stitute individual  vessels  laid  up  for  an  approximately  equal  tonnage  of  vessels 
now  running,  to  build  and  put  into  service  any  new  tank  vessels,  and  to  acquire 
and  put  into  service  any  tank  vessel  to  replace  any  tank  vessel  which  may  be  sold 
for  breaking  up  whether  such  latter  vessel  be  laid  up  or  not. 

(c)  While  the  signatory  companies  do  not  contemplate  placing  their  own  or 
their  time  chartered  tonnage  on  the  open  market  in  competition  with  pool  mem- 
bers of  the  association,  their  right  to  do  so  will  remain  unchanged  but  should  they 
exercise  this  right  and  charter  their  vessels  to  others  (not  being  parties  to  this 
agreement)  they  will  pay  to  the  pool  the  full  pool  member's  percentage  contribu- 
tion on  such  charters. 

(d)  Should  any  of  the  signatory  companies'  vessels  so  chartered  be  subsequently 
laid  up,  they  will  be  entitled  to  laid-up  allowance  at  half  rate  only  and  the  total 
sum  payable  to  them  in  respect  to  laid-up  allowance  on  any  one  vessel  shall  not 
exceed  the  total  amount  of  contributions  made  in  respect  of  that  vessel. 

(e)  The  signatory  companies  will  contribute  to  the  pool  funds  a  sum  based -on 
the  oil  carried  by  them  in  their  own  vessels  from  a  date  2  months  after  the  com- 
mencement of  the  pool  operations.  This  contribution  will  not,  however,  be  pay- 
able during  any  period  in  which  the  pool  members'  contributions  are  fixed  at  a  rate 
of  less  than  25  percent  of  gross  freight  earned. 

'  In  the  opinion  of  the  committee,  it  would  not  be  desirable  in  the  first  instance 
to  fix  pool  members'  contributions  as  high  as  25  percent,  and,  this  being  the  case, 
it  must  be  understood  that  no  credits  from  the  signatory  companies'  contributions 
can  be  expected  at  the  inception  of  the  pool. 

(f)  •  The  right  is  reserved  to  any  signatory  company  to  withdraw  from  the  agree- 
ment at  anytime  and  particularly  if  the  pool  either  at  the  commencement  or  at 
any  time  thereafter  fails  to  embrace  100  percent  of  the  tonnage  contemplated  under 
the  scheme  or  fails  to  work  satisfactorily. 

The  committee,  however,  is  authorized  to  say  that  while  the  signatory  companies 
have  considered  it  necessai-y  to  safeguard  their  interests  by  certain  conditions,  their 
intention  is  to  interpret  the  agreement  in  a  broad  sense  and  v/ith  the  underlying 
idea  that  they  are  sympathetic  to  the  aims  of  the  plan  and  wishful  to  make  it 
mutually  beneficial. 

18.  Possible  results. — The  committee  feels  that  it  is  not  within  its  province  to 
attempt  a  forecast  of  probable  results  which  must  necessarily  depend  upon  the 
demand  for  tonnage. 

As  some  guide  to  owners  who  may  wish  to  form  their  own  estimates,  it  may  be 
useful  to  say  that  recently  compiled  statistics  indicate  that  of  the  independently 
owned  tanker  vessels  affected  by  the  plan,  approximately  1,500,000  dead-weight 
tons  are  in  employment  apart  from  long-term  time  charters  and  about  1,000,000 
dead-weight  tons  laid  up. 

19.  There  is  no  suggestion  that  the  plan  will  increase  the  volume  of  business 
available  to  owners,  but  it  is  hoped  that  it  will  insure  that  such  business  as  is  done 
will  provide  some  return  to  members  on  the  capital  invested  in  their  tonnage 
whether  runing  or  laid  up. 

20.  The  members  of  the  committee,  whose  namoa  appear  at  foot,  represent 
about  800,000  dead-weight  tons,  all  of  which  will  be  entered, 

124491 — 41— pt.  25 23 
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21.  Every  effort  has  been  made  to  deal  fairly  with  al  interests,  and  the  pro- 
visions of  the  plan  are  so  flexible  that  the  council  should  be  able  to  meet  any  con- 
ditions which  may  arise  from  time  to  time. 

22.  It  is  hoped  that  you  will  sign  and  return  the  enclosed  form  without  delay, 
as  prompt  action  is  of  great  importance. 

23.  Unless  the  response  is  such  that  the  committee  is  satisfied  that  the  plan  will 
be  effective,  it  will  not  be  pjoceeded  with  and  you  will  be  released  from  your  under- 
taking. Furthermore,  should  the  plan  be  put  into  operation  and  subsequently  for 
any  reason  be  found  not  to  be  working  to  the  benefit  of  members  in  general,  the 
council  has  power  to  suspend  its  operations  or  to  declare  it  at  an  end. 

24.  The'  rules  provide  that  the  pool  must  be  closed  by  the  council  at  the  request 
of  members  representing  25  percent  of  the  tonnage  entered  and  provision  is  made 
in  the  articles  by  which  a  member  may  resign  his  membership. 

25.  In  the  event  of  it  being  decided  to  proceed  with  the  plan,  owners  will  be 
advised  by  telegram,  iand  such  advice  will  include  notification  regarding  the  rate  of 
contribution  in  force. 

Yours  faithfully, 

H.  T.  ScHiERWATER,  Chairman. 

MEMBERS   OF   COMMITTEE 

Giuseppe  Chiarella  ("Petroleum"  S.  A.  di  Navigazione,  "Perseveranza"  S.  A.  di 
Navigazione) ,  Genoa;  W.  Moljrneux  Cohan  (H.  E.  Moss  &  Co.),  Liverpool; 
William  Davies  (Davies  &  Newinan),  London;  W.  H.  de  Monchy  (N.  V.  Phs. 
Van  Ommeren's  Scheepvaartbedrijf),  Rotterdam;  J.  T.  Essberger,  Hamburg; 
H.  Hoogland  (Blidberg  Metcalfe  &  Co.),  Goteborg;  P.  LI.  Hunting  (Hunting  & 
Son,  Ltd.),  Newcastle-on-Tyne;  A.  P.  Moller,  Kobenhavn;  D.  Paust  (Fearnley 
&  Eger,  Oslo;  J.  Perrftchon  (Compagnie  Auxiliaire  de  Navigation,  Paris;  A.  Rapp 
(The  British  Oil  Shipping  Co.,  Ltd.),  London;  H.  T.  Schierwater  (The  United 
Mplasses  Co.,  Ltd.),  London. 

Exhibit  No.  2082 

Text  of  Franco-German  Potash  Accord  Signed  at  Paris,  December  29,  1.926  ' 

Between  the  Deutsches  Kalisyndikat,  G.  m.  b.  H.  of  Berlin,  hereafter  named 
"the  Syndicate,"  party  of  the  first  part,  and 

(a)  the  Societe  Commercial^  des  Potasses  d'Alsace,  situated  in  Paris  and 
Mulhouse; 

(b)  Les  Mines  Domaftiales  de  Potasses  d'Alsace,  at  Mulhouse;  and 

(cythe  Societe  Anonyme  des  Mines  de  Kali  Sainte  Therese,  Mulhouse,  hereafter 
named  "the  Society"  (La  Societe),  party  of  the  second  part,  the  following  agret^ 
ment  has  been  concluded  following  the  Lugano   agreement  of  April  10,   1926: 

Article  I.  To  the  Syndicate  is  reserved  exclusive  rights  to  sell  in  Germany, 
as  well  as  in  possible  German  colonies,  protectorates,  and  mandates. 

To  the  Society  is  reserved  the  exclusive  right  to  sell  in  France,  in  French  colo- 
nies, protectorates,  and  mandates. 

The  two  parties  agree  to  take  all  necessary  measures  to  prevent  any  exporta- 
tions  or  reexportations  from,  these  territories  by  a  third  party  without ,  special 
authorization. 

In  the  CAse  where  the  reserved  territories  are  used  as  countries  of  transit,  the 
final  destination  of  the  goods  will  be  placed  under  a  rigorous  supervision.  The 
measures  taken  for  this  control  will  be  communicated  to  the  other  party. 

The  exclusive  sales  rights  apply  to  the  following  potash  salts: 

1.  Ores  containing  potash,  which  are  reduced  in  the  mines,  crude  salts  in  solid 
or  dissolved  form. 

2.  Chloride  of  potash,  sulphate  of  potash,  sulphate  of  pota?h  magnesia,  the 
different  potash  salts  used  as  fertilizers,  and  all  potash  products,  which,  as  a  general 
rule,  are  produced  directly  fi-om  crude  potash  salts,  as  well  as  the  residues  of  these 
products  containing  potash. 

3.  Mixtures  of  crude  and  refined  salts;  that  is  to  say,  mixed  salts.  Beginning 
May  1,  1937,  all  exports  of  potash  from  the  mines,  in  whatever  form  they  may  be, 
will  be  subject  to  the  conditions  of  the  present  contract  of  the  two  parties  and 
reckoned  in  terms  of  R2O.  This  wiU  hold  true  also  for  compound  fertilizers 
(containing  potash)  produced  by  present  processes  or  those  which  may  develop 
in  the  future. 


>  Representative  IniernationaC  Cartels,  Combines  and  Trusts,  William  F.  Notz,  Department  of  Commerce, 
Trade  Promotion  Series,  No.  81  (OPO,  Washington,  D.  C.  1929). 
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The  two  parties  shall  come  to  an  agreement,  as  soon  as  possible,  with  regard 
to  the  prices  and  conditions  to  be  established  for  potash  used  in  the  manufacture 
of  different  preparations  for  export,  outside  of  territories  reserved  for  both  parties, 
as  well  as  the  form  and  method  of  control  to  be  adopted  for  this  purpose. 

The  exclusive  sales  rights  conceded  to  France  and  Germany  in  the  territories 
under  their  control  carry  with  them,  for  each  party,  the  prohibition  to  make 
deliveries  of  potash  salts  for  export,  in  no  matter  what  form,  into  the  territory 
of  the  other  party. 

No  derogation  of  this  last  clause  can  be  effected,  save  under  exceptional  cir- 
cumstances, ^nd  for  special  chemical  products  in  which  the  potash  content  is  of  a 
secondary  part. 

Nevertheless,  in  calculating  the  amount  of  each  party's  participation,  the 
deliveries  made  for  this  manufacture  will  be  included  in  the  quota  accounting, 
has  been  previously  arranged. 

Article  II.  The  adhesion  to  the  present  contract  by  the'^French  owners  of  the 
potash  mines — that  is,  the  owners  of  the  Mines  Domaniales  de  Potasse  d' Alsace 
and  the  Mines  de  Kali  Sainte-Therese,  conjointly  with  the  Societe  Commerciale 
des  Potasses  d'Alsace — has  as  an  objective  the  guaranty  that  in  the  case  of  the 
cessation  of  the  Societe  Commerciale  des  Potasses  d'Alsace  these  owners  shall 
remain  bound  in  their  own  names  by  this  contract  for  its  whole  duration. 

In  the  same  manner,  all  the  owners  of  the  German  mines  are  equally  bound 
personally  as  members  of  the  Kalisyndikat. 

In  Germany  all  the  potash  mines  or  plants  are  obliged  to  adhere  to  the  Syndicate 
from  the  beginning  of  their  production. 

In  France  the  owners  of  the  mines  adhering  to  the  Society  agree  to  try  to  bring 
about  the  adhesion  to  the  Societe  of  all  new  exploiters  of  potash  mines  or  plants, 
just  as  the  German  mines  form  part  of  the  Syndicate. 

In  the  case  of  the  creation,  in  the  countries  reserved  to  the  two  parties  of  new 
potash  mines  or  of  new  plants  for  the  transformation  of  potash  originating  from 
the  mines,  their  exports  shall  be  included  in  the  respective  foreign-sales  quotas  of 
the  Syndicate  and  the  company. 

The  signatories  of  the  contract  obligate  themselves  to  take  all  necessary  measures 
which  will  effect  the  reporting  and  control  of  the  quantities  of  potash  salts  and 
manfuactured  products  originating  from  the  mines,  which  may  be  exported  by  new 
producers  not  adherent  to  the  present  contract. 

Article  III.  The  two  parties  will  jointly  take  the  necessary  measures  for 
maintaining  the  regularity  of  the  market. 

Article  IV.  From  May  1,  1926,  the  annual  sale,  outside  of  Germany,  of 
France,  their  colonies,  mandates,  and  protectorates,  will  be  divided  until  an 
annual  sale  of  840,000  metric  tons  of  K2O  is  reached,  in  such  manner  that  the 
Syndicate  will  receive  70  per  cent  and  the  Society  30  per  cent. 

For  any  tonnage  over  an  annual  sale  of  840,000  tons,  the  Syndicate  will  receive 
50  per  cent  and  the  Society  50  per  cent.  It  is,  however,  agreed  that  when  the 
sale  of  825,000  metric  tons  of  K2O  shall  have  been  attained,  the  Society  shall 
receive  3,000  metric  tons  of  K2O,  by  right  of  priority,  above  its  fixed  quota. 

If,  in  the  fourth  year  of  the  contract,  an  annual  sale  of  840,000  tons  of  K2O 
has  not  been  reached,  the  Society  shall  receive  for  the  fifth  year  of  the  contract 
a  priority  for  the  delivery  of  8,000  tons  of  K2O  without  the  3,000  tons  of  KjO 
provided  for  in  case  the  tonnage  of  825,000  of  K2O  should  have  been  attained. 

Should  thfe  sale  of  840,000  tons  of  K^O  nofe  be  attained  during  the  course  of  the 
fifth  year,  it  is  agreed  that  in  any  case,  from  the  beginning  of  the  sixth  year,  the 
quantities  over  the  highest  annual  tonnage  reached  during  the  first  five  years 
shall  be  divided  in  the  proportion  of  50-50. 

Article  V.  The  two  parties  have  agreed  to  select,  as  rapidly  as  possible,  for 
each  country,  joint  organizations  for  the  development  of  sales. 

Article  VI.  The  two  parties  shall  mutually  communicate,  within  the  three 
days  following  each  of  the  10-day  periods,  of  each  month,  the  amount  of  the 
orders  received  and  of  deliveries  made — either  by  rail  or  water — within  each 
10-day  period. 

In  case  one  of  the  parties  exceeds  its  quota  of  orders  in  a  country,  at  the  end 
of  one  of  these  10-day  periods,  a  readjustment  shall  be  made,  except  by  contrary 
agreement,  immediately,  if  possible,  or  at  most  not  later  than  two  months,  by  the 
transfer  of  a  corresponding  number  oforders  to  the  other  party. 

In  every  case  an  exact  readjustment  of  the  participating  quotas  must  be  reached 
before  the  end  of  the  season,  which  is  also  that  of  the  contract  year  (April  30  of 
each  year). 

Only  in  the  case  where  an  exact  compensation  mm  not  be  effected  owing  to 
forces  beyond  control  a  readjustment  of  the  quotas  shall  be  made,  either  by  a 


13382  CONCENTRATION  OF  ECONOMIC  POWER 

complementary  delivery  to  be  made  within  a  maximum  delay  of  four,  months  or 
by  payment  by  the  party  in  excess  to  the  party  in  deficit  of  a  bonus  of  15  per 
cent  of  the  gross-sales  prices  obtained  in  the  country  under  discussion. 

Article  VII.  The  selling  price  for  each  country  shall  be  fixed  by  a  common 
agreement  between  the  directing  boards  of  the  two  parties  on  the  basis  of  the 
proposals  presented  by  the  managing  boards  of  the  sales  organizations,  which 
should  take  into  account  the  actual  conditions  prevailing  in  each  country  at  the 
time. 

These  prices  shall  be  established,  on  the  one  haad,  by  the  taking  into  considera- 
tion cost  prices  and,  on  the  other  hand,  in  such,  manner  as  to  aUow  the  develop- 
ment of  the  use  of  potash  for  agriculture  and  industry  in  each  country. 

Article  VIII,  The  collaboration  of  the  Syndicate  and  of  the  Society  has  as 
its  aim  the  development  of  the  sale  of  potash  according  to  the  needs  of  the  various 
countries,  the  realization  of  economies  in  general  expenses,  and  the  avoidance  of 
a  useless  increase  in  prices  for  the  consumer;  the  division  provided  for  in  an 
agreement,  through  a  special  accord,  to  effect  changes  from  one  coimtry  to  another 
if  measures  of  this  sort  appear  to  them  available  from  a  practical  point  of  view. 

Article  IX.  A  commission  of  control  shall  be  constituted,  composed  of 
members  half  of  whom  shall  be  chosen  by  each  of  the  two  parties. 

The  members  of  this  commission,  who  may  act,  either  in  common  cooperation 
or  separately,  shall  examine  the  exactness  of  the  declarations  made  by  the  two 
parties  throughout  the  duration  of  the  present  contract,  either  at  the  head  offices 
of  the  companies  or  at  the  mines,  in  the  offices,  or  in  any  other  place. 

If  certain  findings  of  the  commission  are  not  recognized  by  one  of  the  parties, 
this  latter  has  the  right  to  demand  a  new  investigation  by  the  two  persons  chosen 
outside  of  the  commission,  and  who,  in  case  of  disagreement  between  themselves, 
shall  have  the  right  to  designate  a  board  of  arbitration,  each  of  the  contracting 
parties  having  one  of  the  two  members  of  this  board. 

The  members  of  the  commission  of  control,  as  well  as  the  persons  designated 
to  proceed  with  a  new  investigation,  shall  have  the  right  to  demand  the  assist- 
ance, in  their  functions,  of  representatives  of  the  contracting  parties. 

Article  X.  The  terms  of  the  present  contract  replace  tlie  previous  agreements. 

The  two  parties  declare  that  they  desire  to  conform  to  this  contract  in  a  spirit 
of  loyal  and  friendly  cooperation. 

Article  XI.  The  present  contract  shall  be  written  in  German  and  in  French, 
rand  the  two  texts  shaU  be  signed  by  the  two  parties. 

'  Article  XII.  In  case  of  differences  which  might  arise,  either  directly  or  in- 
directly, from  the  execution  of  the  present  contract,  no  recourse  may  be  made  to 
the  jurisdiction  of  any  ordinary  tribunals. 

These  differences  shall  be  settled  by  arbitration.  Arbitration  shall  be  intrusted 
to  an  arbitration  committee  which  shall  be  composed  of  two  representatives  of 
each  party.  These  four  arbitrators  shaU  name  a  supreme  arbitrator,  and  in  the 
case  where  they  cannot  come  to  an  agreement  on  the  choice  of  this  arbitrator, 
the  president  of  the  Arbitration  Court  of  The  Hague  shall  be  asked  to  designate 
him. 

In  case  of  an  infraction  duly  established,  the  guilty  party  shall  be  called  upon 
to  pay  a  fine  to  the  other  partj^  the  amount  of  which  shall,  at  the  maximum,  be 
five  times  the  value  of  the  litigation,  and  in  the  case  of  a  second  offense  within 
the  same  year,  ten  times  the  value  of  the  litigation  for  which  the  arbitration  has 
been  demanded. 

XIII.  This  contract  is  made  for  a  duration  of  10  years  dating  from  May  1, 
1926,  with  the  provision  that  it  may  be  canceled  at  the  end  of  the  seventh  year 
provided  a  notice  of  cancellation  has  been  given  one  year  in  advance. 

If  this  contract  is  not  canceled,  it  shall  remain  in  operation  until  the  tenth 
year,  and  if  it  is  not  denounced  one  year  before  the  tenth  year,  it  shall  be  pro- 
longed by  tacit  renewal  for  5-year  periods  if  a  notice  of  cancellation  has  not  been 
given  one  year  before  the  expiration  of  these  periods. 

If  this  contract  terminates  through  denunciation  or  nonremoval,  the  compen- 
sation between  amounts  delivered  and  the  quotas  agreed  upon  shall  be  made  in 
currency,  as  stated  in  Article  VI. 


"Exhibits  Nos.  2083-2087"  face  this  page. 
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,  \         vdtM 
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Si 
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Chenn.  Industrie 
A.C.Karlskac4 


i„ ,|„,  Connections  of  other  character 

Community  of  interest 

Special  Connections 

Mining  Cbmpanies 
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Royal  Shell 
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^^^^  Production  of  Nitrogen 
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SprengBtofPwerke 

Dr.NiftinaenacCo. 
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Plroduction  of  Photo^aphic 
and  Textile  Chemicals 


Minerals 
Lignite 


X    Petroleum  Products 
A     Explosives 
mH  Agriculture 
^^  Other  Enterprises 


Colossal  Structure  and  Ramifications  of  the  Great  German  Chemical  Combine 


The  scheme  of  organization  shown  here  is  a 
modification  by  Chem  &  Met.  of  a  chart  orig- 
inally a  part  of  an  official  report  made  by  the 
Swedish  chemical  commissioner  Ingr.  Otto 
Cyren  and  published   in  the  Swensk  Kemisk 


Tidskrifl  for  Jime,  1927.  Similar  organization 
charts  have  appeared  recently  in  a  number  of 
other  European  publications,  notably  the  Italian 
Giomale  di  Chimua  induslriale  ed  Applicata 
and  in  the  French  journal,  L' Industrie  Chimique. 


The  figures  in  the  Chem.  &  Met.  chart  showing 
the  percentage  of  I.G.  ownership  are  ifrom 
the  Special  Circular  181  of  the  Chemical  Divi- 
sion of  the  U.  S.  Bureau  of  Foreign  and 
Domestic  Commerce. 
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COAL  TAR    DYE   MANUFACTURERS   IN   PRODUCIN  6  COUNTRIES 
OF     THE  WORLD  SHOWING  CARTEL  PARTICIPATION 
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Matieres  Colorantes  et  Manufac- 
tures de  Produits  Chimiques 
du  Nord  reunies  Etabl.  Kuhlmann 


*i 
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Matieres  Colorantes  et  Produits 
Chimiques 


S.A.  des  Matieres 

Colorantes  de  St 

Denis 
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\ 
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des 

Produits 
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UNITED  STATES 
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Company 


Where  Smelted 


Where  Refined 


Sold  by 


American  Smelting  &  Re- 
fining Co. 

.\nacouda  Copper  Min- 
ing Co. 

Calumet  &  Hecla  Cons. 
Copper  Co. 

Champion  Copper  Co 


Consolidated        Copper- 
mines  Corpn. 
Copper  Range  Co 


Howe     Sound     (Chelan 

Div.). 
Inspiration  Consolidated 

Copper  Co. 

Kennecott  Copper  Corpn. 

(Ray  and  Chino  Mines) 
Kennecott  Copper  Corpn. 

(Utah  Mines). 
Magma  Copper  Co 


Miami  Copper  Co- 


Mountain    City   Copper 

Co. 
Nat'^'nal  Tunnel  &  Mines 

North  Butte  Mining  Co.. 

Ohii  I  opperCo 

Phelps  Dodge  C  orpn 

Quiney  Mining  Co 

Shattuck    Denn    Mining 
Corpr. 

Tennessee  Copper  Co 

Walker  Mining  Co.. 


Own  plants. 

Anaconda,  Anaconda, 
Mont. 

Calumet  &  Hecla,  Hub- 
bell,  Mich. 

Copper  Range  Co., 
Smelting  Dept., 
Houghton,  Mich. 

Kennecott  Copper 
Corpn.  (Nevada  plant) 

Copper  Range  Co., 
Smelting  Dept., 
Houghton,  Mich. 

Amer.  Sm.  &  Ref., 
Tacoma 

Part  to  Internat.  Sm., 
Miami,  Ariz. 

(') 

Amer.  Sm.  &  Ref.,  Gar- 
field, Utah 
Magma,  Superior,  Ariz. 

Internat.  Sm.,  Miami, 
Ariz.,  and  Phelps 
Dodge,  Douglas,  Ariz. 

Internat.  Sm.,  Tooele, 
Utah 

Internat.  Sm.,  Tooele, 
Utah 

Anaconda,  Anaconda, 
Mont. 

Amer.  Sm.  &  Ref.,  Gar- 
field, Utah 

Own  plants,  Douglas, 
Clifton,  and  Clarkdale, 
Ariz. 

Quiney  Sm.  Wks.,  Han- 
cock, Mich.  (6) 

Phelps  Dodge  Corpn. 
Douglas,  and  Amer. 
Sm.  &  Ref.,  El  Paso. 

Tennessee,  Copperhill, 
Tenn. 

InternationalSm., 
Tooele,  Utah 


Own  refineries. 
Anaconda,  Great  Falls 

Calumet  &  Hecla,  Hub- 
bell,  Mich. 

Copper  Range  Co., 
Smel  ting  Dept, 
Houghton,  Mich. 

American  Metal  Co., 
Carteret 

Copper  Range  Co., 
Smelting  Dept., 
Houghton,  Mich. 

Amer.  Sm.  &  Ref., 
Tacoma 

Own  plant.  Inspiration, 
Ariz.,  and  Raritan 
Copper  Wks. 

Amer.  Sm.  &  Ref.,  Balti- 
more, Md. 

Amer.  Sm.  &  Ref.,  Balti- 
more, Md. 

Phelps     Dodge     Ref. 
Corpn. 

Raritan  Copper  Wks. 
and  Phelps  Dodge 
Ref.  Corpn. 

Raritan  Copper  Wks. 

Raritan  Copper  Wks. 

Anaconda,  Great  Falls. . 

Amer.  Sm.  &  Ref.,  Bar- 
ber, N.  J. 
Phelps  Dodge  Rdf.  Corpn 

Quiney  Sm.  Wks.,  Han- 
cock, Mich,  (b) 

Phelps  Dodge  Ref. 
Corpn.  and  Amer. 
Sm.  &  Ref. 

Phelps  Dodge  Ref. 
Corpn. 

Raritan  Copper  Wk.s. 


Amer.  Sm.  &  Ref.  Co. 
Anaconda  Sales  Co. 
Calumet  &  Hecla  Cons. 
Copper  Range  Co. 


Consolidated       Copper- 
mines  Corpn. 
Copper  Range  Co. 


Amer.  Sm.  &  Ref.  Co. 
Anaconda  Sales  Co. 

Kennecott  Sales  Corpn. 
Kennecott  Sales  Corpn. 

Magma    Copper    Sales 

Corpn. 
Adolph  Lewisohn  &  Sons 

Inc. 

Anaconda  Sales  Co. 
Anaconda  Sales  Co. 
Anaconda  Sales  Co. 
Amer.  Sm.  &  Ref.  Co. 
Phelps  Dodge  Corpn. 

Quiney  Mining  Co. 

Shattuck  Denn  Mining 
Corpn. 

Adolph     Lewisohn     & 

Sons,  Inc. 
Anaconda  Sales  Co. 


CANADA 


Consolidated   Copper  & 

Sulphur  Co. 
Falconbridge  Nickel 

Mines,  Ltd. 
Hudson  Bay  Mining  & 

Smelting  Co.,  Ltd. 
Noranda  Mines,  Ltd 

Normetal  Mining  Corpn.. 

Britannia      Mining      & 

Smelting  Co. 
Oranby     Cons.     Mining 

Smelting  &  Power  Co. 
International  Nickel  Co. 

of  Canada,  Ltd. 

Sherritt   Gordon   Mines, 

Ltd. 
Waite     Amulet    Mines, 

Ltd. 


Phelps  Dodge  Fcf. 
Corpn. 

Own  plant,  Falcon- 
bridge,  Ont. 

Own  plant,  Flin  Flon, 
Manitoba 

Own  plant,  Noranda, 
Que. 

Noranda  Mines,    Ltd. 

Amer.     Sm.     &    Ref., 

Tacoma,  Wash. 
Japan. 

Own  plants.  Copper 
ClifT,  and  Coniston, 
Ont. 

Hudson  Bay  Min.  &  Sm. 

Noranda  Mines,  Ltd. 


Phelps  Dodge  Ref. 
Corpn. 

Falconbridge  Nikkel- 
vert,  A/S,  Norway 

Canadian  Copper  Re- 
finers, Ltd. 

Canadian  Copper  Re- 
finers, Ltd. 

Canadian  Copper  Re- 
finers, Ltd. 

Amer.  Sm.  &  Ref., 
Tacoma,  Wash. 

Japan. 

Ontario  Ref.  Co.,  Ltd. 


Ontario  Ref.  Co.,  Ltd. 

Canadian   Copper   Re- 
finers, Ltd. 


Phelps      Dodge      Ref. 

Corpn. 
Brandeis,    Ooldschmidt 

&  Co.,  London,  Eng. 
British  Metal  Corpn. 

British  Metal  Corpn. 


Amer.  Sm.  &  Ref.  Co. 

Granby  Cons.  M.,  S.  & 

P.  Co. 
American  Metal  Co.  of 

Canada,  Ltd. 

Cons.  Min.  &  Sm.  Co. 
British  Metal  Corpn. 


'  Nevada  ores  are  treated  at  McGill,  Nev.,  and  Ray  ores  at  Hayden,  Ariz.  Chino  ores  have  been  treated 
at  El  Paso,  Tex.,  but  a  new  smelter  at  Hurley,  N.  M.,  will  come  into  operation  in  1939.  (6)  In  1937  and 
1938  treated  at  Copper  Range  smelting  works. 
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Principal  copper  producers  and  the  disposition  of  llieir  copper — Continued 

MEXICO 


Company 


Where  Smelted 


AVhere  Refined 


Sold  by 


Cie.  du  B^leo. 


Cananea    Cons.    Copper 

Co. 
Moctesuma  Copper  Co.. 


Boleo,    Santa   "Rosalia, 

Baja  Calif. 
Own    plant,    Cananea, 

Son. 
Phelps  Dodge,  Copper 

Queen  Br.,   Douglas, 

Ariz. 


Amer.  Sm.  &  Ref.  Co., 

Tacoma. 
Raritan  Copper  Wks. 

Phelps      Dodge      Ref. 
Corpn. 


Amer.  Sm.  &  Ref.  Co. 
Anaconda  Sales  Co. 
"Phelps  Dodge  Corpn. 


OTHER  FOREIGN  COUNTRIES 


Andes  Copper  Mining  Co. 


Braden  Copper  Co. 


Cerrc^  de  Pasco   Copper 

Corpn. 
Chile  Exploration  Co 


Union,  M  in.  du  Haut  Ka- 
tanga. 


Matahambre  Mines 

Mufulira  Copper  Mines 

Ltd. 

Rhokana  Corpn 

Roan    .A.ntelope    Copper 

Mines 

Otavl  Mines  &  Railway 
Co. 


Own  plant,  Potrerillos, 
Chi^. 

Own  plant,   Caletones, 

Chile. 
Own  plant,  Oroya,  Peru. 


Own  plant,  Belg.  Con^o. 


American    Metal    Co., 

Carteret. 
Own  plant,  Rhodesia 

Own  phnt,  Rhodesia 
Own  plant,  Rhodesia 


Own  plant,  Africa;  Ho- 
boken,  Belg.;  and 
Norddeutsche. 


Raritan    Copper    Wks. 

and    own    plant    in 

Chile. 
Own  plant  in  Chile. 

American  Metal  Co., 
Carteret. 

Own  plant,  Chuquica- 
mata. 

Own  plants,  Oolen,  Bel- 
gium, and  Belgian 
Congo. 

American  Metal  Co., 
Carteret. 

Shipped  as  blister 

Own  plant,  Rhodesia 
British  Copper  Refiners 
(part) 

Various. 


Anaconda  Sales  Co. 

Kennecott  Sales  Corpn. 
American  Metal  Co. 
Anaconda  Sales  Co. 
Soo.  Gen.  des  Minerals. 

American  Metal  Co. 
Anglo  Metal  Co.,  Ltd. 

Anglo  Metal  Co.,  Ltd. 

Anglo  Metal  Co.,  Ltd. 
and  British  Copper 
Refiners. 

Soc.  Gen.  des  Min- 
erals, and  Metallge- 
sellschaft. 


Source:  Year  Book  of  the  American  Bureau  of  Metal  Statistics,  1938,  p.  20. 
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United  States  production  of  primary  and  secondary  copper,  1912-1938 

[Amount  in  short  tons] 


Total 

Primary  copper  i 

Secondary  copper ' 

Year 

Amount 

Percent 
of  total 

Total 

Copper  as  metal 

Copper  in  alloys 

Amount 

Percent 
of  total 

Amount 

Percent 
of  total 

Amount 

Percent 
of  total 

1912 

739, 338 

754,912 

733, 211 

889,853 

1, 294, 376 

1, 280, 615 

1, 294, 107 

1,003,933 

903, 672 

522, 007 

788,  235 

1, 142, 984 

1, 225,  407 

1, 261, 658 

1, 345, 449 

1,349,676 

1, 432, 299 

1,617,916 

1, 162, 812 

884,303 

470,  719 

578, 769 

610, 429 

787,  221 

1, 130, 062 

1, 354, 353 

912, 374 

€01,838 
618, 412 

605. 211 
693,853 
944,376 
936, 773 
941,437 
716, 743 

591. 212 
304, 707 
462, 336 
732,084 
837, 107 
841,448 
865, 649 
859,476 
895,899 
991,366 
696,612 
537, 303 
222, 539 
240,669 
233, 029 
338, 321 
645, 462 
822, 253 
552, 574 

81.4 
81.9 
82.5 
78.0 
73.0 
73.2 
72.7 
71.4 
65.4 
58.4 
57.4 
64.1 
68.3 
66.7 
64.3 
63.7 
62.5 
61.3 
59.8 
60.8 
47.3 
41.6 
38.2 
43.0 
57.1 
60.7 
60.6 

137,500 
136,500 
128,000 
196,000 
350,000 
343,842 
352,670 
287,190 
312,460 
217,300 
335,900 
410,900 
388,300 
420, 210 
479,800 
490, 200 
536,400 
626,  550 
467, 200 
347,000 
248, 180 
338,100 
377,400 
448, 900 
484,600 
532, 100 
359,800 

18.6 
18.1 
17.- 6 
22.0 
2?.0 
26.8 
27.3 
28.6 
34.6 
41.6 
42.6 
35.9 
31.7 
33.3 
35.7 
36.3 
37.5 
38.7 
40.2 
39.2 
62.7 
58.4 
61.8 
57.0 
42.9 
39,3 
39:4 



1913 

1914.... 



1915 

1916 

1917 -- 

88,442 
88,130 
83,730 
97,000 
99,020 
113,400 
141,300 
141,500 
183, 700 
200.100 
201,000 
230,000 
297, 6i» 
244,800 
188,300 
140,500 
193, 100 
220,400 
270,000 
260,000 
285,600 
192,400 

6.9 
6.8 
8.3 
10.7 
19.0 
14.4 
12.4 
11.6 
14.6 
14.9 
14.9 
16.1 
18.4 
21.1 
21.3 
29.8 
33.4 
36.1 
34.3 
23.0 
21.1 
21.1 

255,400 
264,640 
203,460 
215,460 
118,280 
222,500 
269,600 
246,800 
236,510 
279,700 
289,200 
306,400 
328,950 
222,400 
158,700 
107,680 
145,000 
157,000 
178,900 
224,600 
246,500 
167,400 

19.9 

1918 

20.5 

1919 

20.3 

1920... 

23.9 

1921 1 

22.6 

1922 

28.2 

1923 

23.5 

1924...    .: 

20.1 

1925  ..          

18:7 

1926 

20.8 

1927 

21.4 

1928  „             

21.4 

1929 .. 

20.3 

1930... 

19.1 

1931... 

17.9 

1932. 

22.9 

1933 _._.. 

25.0 

1934 ..._ 

25.7 

1935 

22.7 

1936.. :._.. 

19.9 

1937 

18.2 

1938 :.... 

18.3 

'  Refinery  output  from  domestic  ores. 

'  Material  recovered  from  remelting  old  copper  and  copper  scrap  and  from  the  treatment  of  alloj^s  with 
or  without  separation  of  the  copper. 

Source:  Compiled  by  the  staff  of  the  T.  N.  E.  C.  from  figures  pf  the  United  States  Bureau  of  Mines. 


Chart  based  on  the  above  data  appears  on  the  following  page. 
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UNITED  STATES  PRODUCTION  OF  PRIMARY 
AND  SECONDARY  COPPER 

1912-1938 


THOUSANDS 

OF  SHORT  TONS 

2000 


AMOUNT 


THOUSANDS 

OF  SHORT  TONS 

2000 


1912  1915 


1920  1925  1930  1935  1938 


PERCCNTAGE  DISTRIBUTION 


1912  1915 


1920  1925  1930  1935  1938 


SOURCE:  COMPILED  BY  THE  STAF6  CF  THE  T  N  E  C.  FROM  FIGURES  OF  THE  UNITED  STATES  8UREAU  OF  MINES 
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Anaconda  Copper  Mining  Coinpany — Principal  Subsidiaries  Classified  According 
to  Major  Function,  19S7  {Inc.  1895,  Montana) 


Function  '  and  parent  company  or  subsidiary 


Mining,  smelting,  and  refining: 

International  Smelting  &  Refining  Co 

National  Tunnel  <fe  Mines  Co 

Mountain  City  Copper  Co _-. -. 

Walker  Mining  Co. 

North  Lily  Mining  Co 

Butte  Copper  &  Zinc  Co 

Mines  Investment  Corp.* 

Inspiration  Consolidated  Copper  Co.'' 

Chile  Cfopper  Co 

Chile  Exploration  Co 

Greene  Cananea  Copper  Co _ 

Cananea  Consolidated  Copper  Co.,  S.  A.. 
Andes  Exploration  Co.  of  Maine 

Santiago  Mining  Co 

Andes  Copper  Mining  Co 

Selling  agencies: 

Anaconda  Sales  Co 

Copper  Export  Association,  Inc 

Fabricators: 

Anaconda  Wire  &  Cable  Co _ 

Anaconda  Wire  &  Cable  Co.  of  California. 
American  Brass  Co 

American  Brasf  Co.  of  Illinois. 

Anaconda-American  Brass,  Ltd 


DotDestic 


Foreign 


Chile... 
Chile... 
Mexico. 
Mexico. 

Peru 

Chile... 
Chile... 


Canada... 


Year 
control 
acquired 


1014 


1932 
1918 
1924 
1915 


1923 
1923 
1929 
1929 
1916 
1917 
1916 

1934- 


1929 
1929 
1922 


Per  cent 
of  stock 
owned ' 


100.0 
50.0 
CI.  60 
50.42 
53.04 
s  11.6 
100.0 
28.17 
98.5 
100.0 
98.34 
99.97 
100.0 
«  78. 51 
97.77 

100.0 
100.0 

66.78 
100.0 
100.0 
100.0 
100.0 


'  Excluding  miscellaneous  services. 

»  Owned  by  parent  company  and/or  its  subsidiaries. 

'  Operated  under  lease. 

*  Investment  company. 

•  Affiliate. 

«  Anaconda  Copper  Mining  Company  owns  20.7  per  cent  of  stock. 

Source:  Moody's  Industrials,  1938,  and  Securities  Registration  Statement  filed  with  Securities  and  Ex- 
change Commission. 
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Kennecott    Copper    Corporation — Principal   Subsidiaries    Classified   According   to 
Major  Function,  19S7  {Inc.  1915,  New  York) 


Function  >  and  parent  company  or  subsidiary 


Domestic 


Foreign 


Year 
control 
acquired 


Percent 
of  stock 
owned ' 


Mining,  smelting  and  refining: 

Mines  Products  Corp 

Nevada  Consolidated  Corp.. 

Alaska  Development  &  Mineral  Co 

Utah  Copper  Co 

Braden  Copper  Co '. 

Selling  agency:  Kennecott  Sales  Corporation. 

Fabricators: 

Chase  Brass  &  Copper  Co.  Inc 

Kennecott  Wire  &  Cable  Co.. 

Superior  Wire  Cloth  Co... 

Great  Brook  Mfg.  Co..  . 

Garfield  Chemical  &  Mfg.  Co 

Copper  Houses,  Inc 


1932 


Chile. 


1924 
'1934' 


1929 
1935 


100.0 
100.0 
100.0 
100. 0 
100.0 
100.0 

100^0 
100.0 
66.7 
66.7 
50.0 
100.0 


'  Excluding  miscellaneous  services. 

'  Owned  by  parent  company  and/or  its  subsidiaries. 

Source:  Moody's  Industrials,  19S8,  and  Securities  Registration  Statement  filed  with  Securities  and  Ex- 
change Commission. 
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American  ^melting  &  Refining  Co. — Principal  Subsidiaries  Classified  According  to 
Major  Function,  1937  {Inc.  1899,  New  Jersey) 


Function  •  and  parent  company  or  subsidiary 


.lining,  sfnelting,  and  refining: 

Alice  Mining  Corp 

Alta  Mining  &  Development  Co 

Federal  Mining  &  Smelting  Co 

Qreen  Hill  Cleveland  Mining  Co 

Hidden  Treasure  Mining  Co 

Wyoming  Mining  &  Milling  Co 

Black  Hawk  Mining  &  Development  Co.  Ltd... 

Dome  Mountain  Gold  Co.  Ltd.. 

Fairview  Mining  Co.  Ltd 

Government  Gulch  Mining  Co.  Ltd 

Great  Western  Smelting  &  Refining  Co.  (inactive) . . 

Buchans  Mining  Co.  Ltd 

Compania  American  Smelting,  S.  A...^ 

Compania  American  Smelting  Boliviana  Limit!ada, 
S.  A. 

Compania  Carbonifera  de  Sabinas,  S.  A 

Compania  de  Combustibles  "Agujita,"  S.  A 

Compania  Minera  Asarco,  S.  A 

Compania  de  Terrenas  de  San  Luis  Potpsi, 
S.  A.  * 

Compania  Minera  La  Ventura,  S.  A 

Compania  Minera  Nacional,  S.  A 

Compania  de  Terrenas  de  San  Luis  Potosi, 
S.A. 
Compania  de  Terrenas  de  San  Luis  Potosi,  S.  A.... 

Compania  Minera  Tepic,  S.  A 

Northern  Peru  Mining  &  SmeltinglCo 

Sociedad  Minera  Milluachaqui,  Ltda 

Compania  Metalurgica  Mexicana 

Compania  Minera  La  Loteria,  S.  A 

Mexican  Lead  Co . 

Mexican  Smelting  &  Refining  Co 

Montezuma  Lead  Co -.. 

Sombrerete  Mining  Co 

la  Descubridora  Mining  Co 

Minas  de  la  Alianza,  S.  A...... 

Mexican  Zinc  Co.,  S.  A. 

Consolidacion  Minera  de  Parral,  S.  A 

Negociacion  Minera  de  Jesus  Maria,  S.  A 

Rawley  Mines,  Inc 

Union  Smelting  &  Refining  Co.  (inactive) 

Yankee  Mines  Co 

International  Metal  Co 

Kildun  Mining  Corp 

Fabricators: 

Fisher  Brass,  Inc... 

Garfield  Chemical  &  Manufacturing  Corp 

Revere  Copper  &  Brass  Inc 

General  Cable  Corp 


Do- 
mes- 
tic 


Foreign 


1905 

1912... 

1922 

Prior  to  1910 

Canada 

Canada 

Canada 

Canada 

1910 

Newfoundland - 

1927 

Chile 

Bolivia 

Mexico 

Mexico -- 

Mexico 

Mexico 

Mexico 

Mexico     .  -. 

Peru          .  J 

Peru- 

Meiico 

Mexico. 

Mexico 

Mexico 

Mexico 

Mexico 

Mexico. 

Mexico 

Mexico 

Mexico 

Mexico .'..- 

1923 

1929  .... 

Year  control 
acquired 


Per  cent 
of  stock 
owned  ' 


68.6 
60.8 
51.6 
50.0 
56.9 
84.9 
98.6 
51.0 
51.0 
61.1 
100.0 
97.0 
100.0 
100.0 


100.0 
«27.9 

100.0 
100.0 
»0.7 

•71.4 
100.0 
99.0 
52.0 
60.0 
100.0 
90.1 
100.0 
99.7 
100.0 
99.8 
100.0 
100.0 
100.0 
77.1 
60.0 
100.0 
96.7 
100.0 
«38.4 

60. 1 
50.0 

(«)  (») 

«  (•) 


1  Excluding  miscellaneous  services. 

>  Owned  by  parent  company  and/or  its  subsidiaries. 

»  American  Smelting  and  Refining  Co.  owns  100%  of  stock,  but'ownershlp  is  distributed  among  parent 
company  and  two  subsidiaries  as  indicated. 

*  The  following  statement  is  quoted  from  the  Securities  Registration  Statement  filed  with  the  Securities 
and  Exchange  Commission:  "The  registrant  claims  that  it  does  not  have  'the  possession,  directly  or  in- 
directly, of  the  power  to  direct  or  cause  the  direction  of  the  management  and  policies  of  [Qeneral  Cable, 
Revere  Copper  &  Brass,  Kildun]  'through  ownership  of  voting  securities,  by  contract  or  otharwise,'  and  the 
registrant  disclaims  any  admission  of  the  actual  existence  of  effective  control  of  [same  companies]  or  of  Its 
management  or  policies." 

»  As  of  December  31, 1937,  Americaji  Smelting  owned  the  following  stockjof  Revere  Copper  &  Brass,  Inc.; 
30.31%  Cumulative  Preferred,  21.44%  Class  A,  and  39.04%  common.  In  addition.  General  Cable  Corp. 
owned  16.22%  Common  and  24.34%  Class  A  of  Revere  Copper  &  Brass. 

»  As  of  December  31,  1937,  American  Smelting  owned  the  following  stqpk  of  Qeneral  Cable  Corp.:  8.21% 
Cumulative  Preferred,  41.48%  Class  A,  and  46.84%  Common. 
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Phelps  Dodge  Corporalion — Principal  Subsidiaries  Classified  According  to  Major 
Function,  1937  {Inc.  1885   New  York) 


Fuuctiou  ■  and  parent  company  or  subsidiary 


Domes- 
tic 


Foreign 


Year 
control 
acquired 


Percent 
of  stock 
owned  > 


Mining,  smelting,  and  reflniiy;: 

Nichols  Copper  Co _ 

Bunker  Hill  Mines  Co.  fiaactive) 

Moctezuma  Copper  Co 

Moctezuma  Copper  Co.  of  Mexico.  S.  A. 
Fabricators: 

Phelps-Dodge  Copper  Products  Corp 

Habirshaw  Cable  &  Wire  Corp 

American  Tube  Works 


Mexico - 
Mexico- 


1927 
19.35 ' 


100.0 
100.0 
100.0 
100.0 

100.0 
100.0 
100.0- 


'  Excluding  miscellaneous  services. 

>  Owned  by  parent  company  and/or  its  subsidiaries. 

Source:  Moody'n  Industrials,  1938,  and  Securities  Registration  Statement  filed  with  Securities  and  Ex- 
change Commission. 


Exhibit  No.  2094 

The  American   Metal   Co.     Ltd. — Principal  Subsidiaries   Classified   According  to 
Major  Function,  1937  (Inc.  1887   New  York) 


Function  '  and  parent  company  or  subsidiary 

Dom- 
estic 

Foreign 

Year 
control 
acquired 

Percent 
of  stock 
owned  ' 

Mining,  smelting,  and  refining: 

United  States  Metals  Refining  Co 

X 
X 
X 
X 
X 
X 
X 
X 
X 

1919 

95.48 

American  Zinc  &  Chemical  Co 

100.00 

100. 00 

100.00 

100.00 

51.00 

A^merican  Metal  Co.  of  Texas         

1928 

100.00 

Blackwell  Zinc  Co.,  Inc..  .            -  .         . 

100. 00 

Chanute  Spelter  Co       ..                        ..                ... 

100.00 

Compania  Minera  de  Penoles,  S.  A 

Mexico 

95.46 

Compania  Metalurgica  de  Torreon,  S.  A 

Mexico. 

97.09 

Compania   Restauradora  del   Mineral  de   Veta- 

Mexico. 

96.04 

grande  (inactive). 
Compania  Beneflciadora  del  Norte,  S.  S.  (inactive) 

Mexico 

50.00 

Compania  Minera  'La  Parrena,'  S.  A 

Mexico 

50. 50 

Compania  Metaku'gica  Penoles,  S.  A 

Mexico ..- 

75.00 

Compania  Minera  'La  Campana',  S.  A 

Mexico. 

100.00 

American  Metal  Co.  of  Mexico 

100.00 

Rhodesion  Selection  Trust  Ltd-.    .    .  - 

England 

5  50.  57 

Mufulira  Copper  Mines,  Ltd . 

South  .Africa. - 
Cuba 

64.07 

Minas  de  Matahombre,  S.  A    .. 

58.94 

Selling  agencies: 

American  Metal  Co.  of  Canada,  Ltd 

^ 

Canada 

100. 00 

'  Excluding  miscellaneous  services. 

'  Owned  by  parent  company  and/or  its  siibsidiaries. 

^  Holding  company. 

Source:  Moody's  Industrials,  19S8  and  Securities  Registration  Statement  filed  with  Securities  and  Ex- 
change Commission. 
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Exhibit  No.  2096 
Principal  Sellers  of  Copper  in  the  United  States 


Selling  Agent 


Address 


Sells  Copper  for 


American  Metal  Co.,  Ltd. 


Amebican  Smelting  &  Refin- 
ing Co. 


ANACONDA  Sales  Co. 


Calumet  ii  Hecla  Cons.  Cop- 
per Co. 
Consolidated  Coppermines 

CORPN. 

Copper  Range  Co 


Kennecott  Sales  Corpn 

Adolph  Lewisohn  &  Sons,  Inc. 
Magma  Copper  Sales  Corpn. 
Phelps  Dodge  Corpn. 

and 
Phelps  Dodge  Refining  Corp. 
QuiNCY  Mining  Co 


Gl  Broadway,  New  York  City- 


|l20  Broadway,  New  York  City 


25  Broadway,  New  York  City. 

25  Broadway,  New  York  City. 
120  Broadway,  New  York  Cit> . 

52  Broadway,  New  York  City. 

120  Broadway,  New  York  City 

61  Broadway,  NewYorkJCity. 
14  Wall  St.,  New  York  City  -  - 

Uo  Wall  St.,  New  York  City .  . 

52  Broadway,  New  York  City^ 


Cerro  de  Pasco  Copper  Corpn. 
Matahambre  Mines 
Various 

American  Smelting  &  Refining  Co. 
Britannia  Mining  &  Smelting  Co. 
Compagnie  du  Boleo 
Corocoro  United  Copper  Mines 
Howe  Sound  Co.  (Chelan  Div.) 
Various 

Anaconda  Copper  Mining  Co. 
Andes  Copper  Mining  Co. 
Cananea  Consolidated  Copper  Co. 
Chile  Copper  Co. 
{inspiration  Consolidated  Copper  Co. 
Mountain  City  Copper  Co. 
North  Butte  Mining  Co. 
National  Tunnel  and  Mines  Co. 
.Walker  Mining  Co. 
Calumet  &  Hecla  Cons.  Copper  Co. 

Consolidated  Coppermines  Corpn. 

fChampion  Copper  Co. 
\Copper  Range  Co. 
jKennecott  Copper  Coipn. 
\Braden  Copper  Co. 
JMiami  Copper  Co. . 
\Tennessee  Copper  Co. 

Magma  Copper  Co. 
"(Phelps  Dodge  Corpn.  and  subsidiary 
■J    companies 
(Consolidated  Copper  &  Sulphur  Co. 

Quincy  Mining  Co. 


Source:  Year  Book  of  the  American  Bureau  of  Metal  Statistics— 1938— p.  23. 


Exhibit  No.  2097 

Wholesale  Prices  in  the  United  States;   All  Commodities,  Electrolytic  Copper,  hnd 
Nonferrouh  Metals,  1913-1938 

[1926=100] 


Year 


19J3. 
X914. 
1915. 
1916- 
1917. 
1918. 
1919. 
1920. 
1921. 
1922. 
1923- 
1924. 
1925. 
1926. 
1927. 
1928. 
1929. 
1930. 
1931. 
1932. 
1933. 
1934, 
1935. 
1936. 
1937 
1938 


All  com- 

Electrolytic 

Nonferrous 

modities 

copper  > 

metals 

69.8 

114.0 

88.9 

68.1 

97.0 

76.3 

69.5 

125.1 

108.6 

85.5 

199.6 

160.2 

117.5 

213.0 

165.7 

131.3 

178,8 

144.4 

138.6 

138.5 

118.9 

164.4 

130.2 

118.3 

97.6 

91.4. 

T8.3 

96.7 

97.4- 

83.6 

100.6 

105.1 

96.3 

98.1 
103.5 

94.8 

93.0 

K)2.0 

101.4 

100.0 

100.0 

100.0 

95.4 

93.9 

92.8 

96.7 

105.5 

94.0 

95.3 

131.0 

106.1 

86.4 

93.2 

82.4 

73.0 

.')8.9 

61.9 

64.8 

40.3 

49.8 

65.9 

60.9 

69.6 

74:9 

61.0 

67.7 

80.0 

62.6 

68.6 

80.8 

68.6 

71.6 

86.3 

96.4 

89.6 

78.6 

72.3 

72.8 

'  Electrolytic  copper,  per  pounds  refinery. 
Source:  United  States  Bureau  of  Labor  Statistics. 
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Exhibit  No.  2098 

The  White  House, 
Washington,  March  1,  1921. 

My  Dear  Mr.  Garrett:  My  attention  has  recently  been  called  to  certain 
attacks  made  in  the  House  of  Representatives,  charging  that  certain  men  who 
rendered  distinguished  service  in  the  war  had  profited  out  of  the  Government  as 
a  result  of  the  fixing  of  the  price  of  copper.  These  charges  and  intimations  have 
been  satisfactorily  answered,  but  a  statement  of  the  facts  in  the  matter  of  the 
fixing  of  the  price  of  copper  during  the  war,  on  my  part,  may  further  clarify  the 
situation. 

As  a  matter  of  fact,  Mr.  Bernard  M.  Baruch  and  Mr.  John  D.  Ryan,  whose 
names  have  been  linked  with  irresponsible  gossip  in  connection  with  the  fixing 
of  the  price  of  copper,  had  nothing  whatever  to  do  with  the  price  fixing  negotia- 
tions, which  finally  resulted  in  the  statement  I  made,  fixing  the  price  either  at 
the  time  the  price  was  fixed,  or  subsequent  thereto.  Judge  Lovett  acted  as 
Chairman  of  the  Committee  which  considered  the  first  price  fixing  of  copper,  and, 
after  due  consideration,  recommended  to  the  President,  in  September,  1917, 
that  he  had  fixed  the  price  at  23)4  cents  per  pound,  on  condition  that  the  wages 
of  the  employees  of  the  copper  producing  companies  shotild  not  be  reduced  below 
the  then  prevailing  price,  which  was  based  on  27  cent  copper. 

A  year  later,  a  readjustment  of  the  price  was  made  necessary  by  an  increase 
in  the  railroad  rates  and  costs  jof  supplies,  and  after  negotiations  which  extended 
over  many  months,  a  further  increase  was  recommended  by  Mr.  Robert  Brooking, 
Chairman  of  the  Price-fixing  Cofiamittee  of  the  War  Industries  Board.  Neither 
Mr.  Baruch  nor  Mr.  Ryan  had  any  part  in  these  two  negotiations,  which  resulted 
in  the  fixing  of  the  price  announced  by  me  and  t^e  prices  were  fixed  only  after 
an  independent  investigation  and  most  thorough  report  by  the  Federal  Trade 
Commission  as  to  the  costs  of  production. 

For  six  months  after  the  United  States  ^entered  the  war,  the  producers  fur- 
nished all  the  copper  necessary  for  our  own  war  needs  and  all  that  was  required 
by  our  Allies,  without  any  price  being  asked  or  fixed,  the  producers  taking  the 
admirable  position  that  they  would  furnish  all  the  copper  necessary  for  war 
purposes  and  adjust  their  business  to  whatever  prices  the  Government  would 
consider  fair  and  just  in  the  circumstances.  The  full  production  of  the  copper 
mines  was  placed  at  the  disposal  of  the  Government  and  the  Allies,  and,  without 
unnecessary  urging  upon  the  part  of  the  Government  or  the  President,  the  pro- 
duction of  copper  was  notably  increased,  this  being  an  additional  proof  on  the 
part  of  the  men  at  the  head  of  the  copper  industry  of  the  country  of  their  un- 
selfish patriotism.  It  was  their  example  of  meeting  the  needs  of  the  country 
that  gave  impetus  to  the  movement  to  increase  production  in  all  the  industrial 
plants  of  the  country  in  the  early  stages  of  the  war.  To  state  that  either  Mr. 
Baruch  or  Mr.  Ryan  had  influenced  the  action  of  the  Federal  Trade  Commission 
in  ascertaining  the  cost  of  production  or  attempting  to  dictate  the  recocfimenda- 
tions  either  of  the  War  Industries  Board  or  any  of  the  price  fixing  committes,  is 
utterly  foolish  and  without  foundation  of  any  kind.  The  price  of  copper  was 
fixed  solely  by  me  upon  the  recommendations  of  the  War  Industries  Board  and 
Federal  Trade  Commission,  after  full  examination  into  the  costs  of  production 
and  without  any  attempt  upon  the  part  of  copper  producers  or  Mr.  Baruch 
or  Mr.  Ryan  to  exert  any  pressure  upon  this  Government  or  upon  anybody 
connected  with  either  of  the  Boards  having  to  do  with  these  vital  matters. 

I  cannot  allow  this  occasion  to  pass,  my  dear  Garrett,  without  again  expressing 
my  great  confidence  in  the  gentlemen  Mr.  Bernard  M.  Baruch  and  Mr.  John  D. 
Ryan,  whose  names  have  been  unfortunately  connected  with  this  master.  There 
was  not  a  suggestion  of  scandal  connected  with  either  of  these  gentlemen  in  any 
of  the  ^var  activities  in  which  they  played  so  notable  a  part,  and  I  wish,  before 
the  closing  days  of  this  Administration,  again  to  say  how  admirably  they  served 
the  needs  of  the  Nation,  and  how  unselfishly  they  devoted  their  fine  talents  to 
the  Government  in  every  crisis  which  faced  us  during  the  critical  days  of  the 
war.  In  every  transaction  which  they  handled  for  the  Government  in  the  varied 
activities  in  which  they  played  so  distinguished  a  part,  they  were  actuated  by  the 
highest  patriotism.  I  know  you  share  my  opinion  in  this  matter,  for  you  have 
admirably  covered  it  in  your  addresses  in  the  House  of  Representatives. 

With  sincere  regards, 
Cordially  yours, 

WooDROw  Wilson. 
Hon.  Finis  Garrett, 

House  of  Representatives. 


13394       CONCENTRATION  OF  ECONOMIC  POWER 

Exhibit  No.  2099 
Officers  and  Committees  of  Copp.er  Export  Association,  Inc. 

OFFICERS 


Name 

Office 

Company 

Simon  Guggenheim. 

Chairman  of  the  Board 

American  Smelting  &  Ref.  Co. 
Anaconda  Copper  Mining  Co. 
Phelps  Dodge  Corporation. 
Calumet  &  Hecla  Copper  Co. 
American  Smelting  &  Ref.  Co. 
United  Metals  Selling  Co. 
Phelps-Dodge  Corporation. 
Calumet  &  Hecla  Copper  Co. 
United  Metals  Selling  Co. 
Do 

John  D.  Ryan... 

President.-  . 

Walter  Douglas 

First  Vice  President 

R.  L.  Agassiz 

Second  Vice  President 

Joseph  Clendenin 

Vice  President.. - 

T.  Wolfson 

do 

C.  A.  Austin 

do... 

F.  S.  Gourley.. 

do... 

C.W.Welch 

Secretary   . 

C.W.Welch 

Treasurer 

EXECUTIVE  COMMITTEE 

Simon  Guggenheim,  American  Smelting  &  Ref.  Co. 

John  D.  Ryan,  Anaconda  Copper  Mining  Qo. 

Walter  Douglas,  Phelps  Dodge  Corporation 

R.  L.  Agassiz,  Calumet  &  Hecla  Copper  Co. 

James  McLean,  Phelps  Dodge  Corporation 

Murry  Guggenheim,  Kennecott  Copper  Corporation 

C.  F.  Kelly,  Anaconda  Copper  Mining  Co. 

James  MacNaughton,  Calumet  &  Hecla  Copper  Co. 

Adolph  Lewisohn,  Miami  Copper  Co. 

William  A.  Clark,  United  Verde  Copper  Co. 

SALES  COMMITTEE 

Joseph  Clendenin,  American  Smelting  &  Ref.  Co. 
T.  Wolfson,  United  Metals  Selling  Co. 
C.  A.  Austin,  Phelps  Dodge  Corporation 
F.  S.  Gourley,  Calumet  &  Hecla  Copper  Co. 


Exhibit  No.  2100 

Copper  prices,  London  and  New  York  monthly  average,  1912-1939 

[In  cents  per  pound] 


"Year  and  month 


1912: 

January 

February 

March 

April 

May 

June 

July.. 

August 

September 

October 

November 

December 

1913: 

January 

February 

March.. 

April 

May 

June.. 

July, 

See  footnote  at  end  of  table 


London, 

spot, 
standard 
copper  ' 


1.3.  659 
13. 693 
14. 342 
15.295 
15.740 
17.035 
16. 692 
17. 125 
17. 103 
16. 581 
16. 676 
16. 371 

15. 610 
14.  277 
14.238 
14. 814 
14. 953 
14. 603 
13.956 


New  York  electrolytic 
copper 


Domestic 
(f.  0.  b. 
refinery) 


14. 094 
14. 084 
14. 698 
15. 741 
16. 031 
17.234 
17.190 
17. 498 
17.508 
17. 314 
17.326 
17. 376 

16. 488 
14.971 
14.  713 
15.291 
15. 436 
14. 672 
14.190 


Export 
(f.a.s.) 


Differente  between- 


N.  Y.  do- 
mestic and 
London 


0.435 
.391 
.356 
.446 
.291 
.199 
.498 
.373 
.405 
.733 
.650 

1.005 

.878 
.694 
.475 
.477 
.483 
.069 
.234 


N.  Y.  do- 
mestic and 
N.  Y.  ex- 
port 


WORLD  SUMMARY  OF  COPPER 


CENTS  PER  POUND 


1912-1939 

PRICES 


CENTS  P«  POUND 


1912        1913        1914       1915        1916        1917        1918        1919        1920       I9ZI        1922       I9Z3S       1924       1925       1926       1927       1928       I92S       1930       1931       1932       1933       1934       lisiS       1936       1937       1938      1939 


THOUSANDS  Of 
SHORT  TONS 
3iP00 


PRODUCTION,  CONSUMPTION,  STOCKS 


THOUSANDS  OF 
SHORT  TONS 
3.000 


-O-laa 


:2poo 


1912        1913        1914        1915         1916 


1917        1918        1919        1920 

PRODUCTION 
iunltad  States 
i  Red  of  World 


1922       1923        1924        1925        1926        1927        1928        1929        1930 
CONSUMPTION 
S  United  States 
i  Rest  of  World 


1931       1932       1933       1934       1935       1936       1937      .1938 
BLISTER  AND  REFINED  STOCKS,  END  OF  YEAR 
§  United  States 
§  Rest  of  North  ft  South  America 


sowar.-  f>r»ortd  b,  Ih.  .loff  of  th<  TN.EC    Fi,„,„  tor  prlco,  from  ENGINEERING  ANO  MINING  JOORNAU;  <ljuf«  for  proUuclioo  ond  corsumpllon  from  Am.ricon  Bureou  of  M«10l  Sloliilici;  figor.s  for  slocks  from  U  SBurMU  of  Minli.  ^24491 41— pt.  25       (Pace  P.  13394) 
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Copper  prices,  London  and  New  York  monthly  average,  1912-19S9 — Continued 

[In  cents  per  pound] 


London, 
spot, 

standard 
copper 

New  York  electrolytic 
copper 

Difference  between— 

Year  and  month 

Domestic 
(f.  0.  b. 
refinery) 

Export 
(f.  a.  s.) 

N.  Y.  do. 

mestic  and 

London 

N.  Y.  do- 
mestic and 
N.  Y.  ex- 
port 

1913: 

August .  . . 

15.032 
15.866 
15.925 
14.807 
14. 151 

13.960 
14. 153 
13. 951 
14.077 
13. 770 
13. 373 
13. 246 
« 
(') 
(») 

11.620 
12. 355 

13. 133 
13. 663 
14. 175 
16.072 
16.594 
17. 699 
16. 169 
14.388 
14.389 
15. 149 
18.201 
17.020 

18.714 
21. 821 
22. 904 
26.446 
28. 773 
23.882 
20.204 
23.425 
24.190 
26.068 
28. 597 
30. 847 

28.021 
29.272 
28.998 
28.423 
27.596 
27.590 
27.258 
25.986 
24.943 
23.336 
23.336 
23. 336 

23. 341 
23.341 
23.341 
23.350 
23.350 
23.341 
25.  444 
25.903 
26.898 
26.898 
25.909 
25.169 

15.400 
16.328 
16.337 
16. 182 
14.224 

14.223 
14. 491 
14. 131 
14. 211 
13.996 
13.603 
13.223 
(») 

w 
(2) 

11. 739 
12.801 

13.641 
14. 394 
14.  787 
16. 811 
18.506 
19. 477 
18.  796 
16. 941 
17.502 
17.686 
18.627 
20.133 

24.008 
26.440 
2P  310 
25.896 
28.625 
26. 601 
23.865 
26.120 
26.865 
27.193 
30. 626 
31. 890 

28.  673 
31.750 
31.481 
27.936 
28.788 
29. 962 
26.  620 
25. 380 
25. 073 
23.500 
23.500 
23.500 

23.500 
23.500 
23.600 
23.600 
23. 600 
23.500 
25. 904 
26.000 
26.000 
26.000 
26.000 
(') 

0.368 
.462 
.412 
.375 
.073 

.263 
.338 
.180 
.134 
.226 
.230 
-.023 

September 

October 

November 

December 

1914: 

January 

February 

March-. 

April 

May 

June , 

July... 

August 

September.. 

October , ... 

November .. 

.119 
.446 

.508 
.731 
.612 
.739 
1.912 
1.878 
2.627 
2.653 
3.113 
2.537 
2.426 
3.113 

6.294 
4.619 
3.406 
1.449 
-.148 
2.719 
3.661 
2.696 
2.665 
1.125 
2.028 
1.043 

.652 

2.478 

2.483 

-.488 

1.192 

2.372 

-.638 

-.606 

.130 

.164 

.164 

.164 

.159 
.169 
.169 
.150 
.150 
.159 
.460 
.097 
.102 
.102 
.091 

December 

1915: 

January... .. 

February 

March 

April .  . 

May. 

June. .       .    . 

July 

August 

September 

October 

November 

December 

1916: 

January 

March 

A^ril.... 

May 

June 

July.. 

August-.. 

September 

November 

December 

1917: 

February 

March 

AprU 

June 

July 

August-. 

October 

December : 

1918: 

January 

March 

April.. 

May 

June 

July 

August 

September... . 

November 

See  footnotes  at  end  of  table. 
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Copper  prices,  London  and  New  York  monthly  average,  191S-1939 — Continued 

[In  cents  per  pound] 


London, 
spot, 

standard 
copper 

New  York  electrolytic? 
copper 

Difference  between— 

Year  and  month 

Domestic 
(f.  0.  b.. 
refinery) 

Export 
(f.a.s.) 

N.  Y.  do- 
mestic and 
London 

N.  Y.  do- 
mestic and 
N.  Y.  ex- 
port 

1919: 

January 

19.625 
16. 741 
16. 170 
16. 088 
16.206 
17.135 
19.688 
18.  557 
18.799 
19. 317 
18. 092 
17.649 

19. 353 
18. 107 
18. 135 
18.050 
16.558 
15.441 
15. 516 
15. 114 
15.076 
14.435 
12.961 
11.764 

11.806 
12.220 
11.758 
12. 135 
12.959 
12. 101 
11.517 
11. 165 
11.281 
n.611 
11.786 
12.  355 

12.281 
11.714 
11.556 
11.569 
12.112 
12.  304 
12.519 
12. 702 
12. 476 
12.431 
12.545 
13.007 

13.390 
14.164 
15. 471 
15. 196 
13.921 
13.712 
13.348 
13.027 
12.805 
12.232 
12. 050 
12. 061 

11. 640 
12.128 
12.660 
12.488 
12. 061 
11.828 

(«) 

16. 763 
14.856 
15.246 
15.864 
17. 610 
21. 604 
22. 319 
21.755 
21.534 
19.758 
18.295 

18. 918 
18. 569 
18. 331 
18.660 
18.484 
18.065 
18. 576 
18.346 
18. 144 
15.934 
14. 257 
13.188 

12. 597 
12. 556 
11.976 
12.438 
.12. 742 
12. 697 
12. 170 
11.6.34 
11.948 
12.  673 
13. 035 
13. 555 

13. 465 
12.864 
12.567 
12. 573 
13.111 
13.575 
13.654 
13. 723 
13.748 
13. 632 
13.598 
14.074 

14.510 
15.355 
16. 832 
16.663 
15.440 
14. 663 
14. 321 
13. 822 
13. 323 
12.  574 
12.727 
12.823 

12.401 
12. 708 
13.515 
13. 206 
12.772 
12.327 

February 

0.022 

-1.314 

-.842 

-.342 

.475 

1.916 

3.762 

2.956 

2.217 

1.666 

.646 

-.435 
.462 
.196 
.610 
1.926 
2.624 
3.060 
3.232 
3.068 
1.499 
1.296 
1.424 

.791 
.336 
.218 
.303 
-.217 
.596 
.653 
.469 
.667 
1.062 
1.249 
1.200 

1.184 
1.150 
1.011 
1.004 
.999 
1.271 
1.135 
1.021 
1.272 
1.201 
1.053 
1.067 

1.120 
1.191 
1.361 
1.467 
1.519 
.951 
.973 
.795 
.518 
.342 
.677 
.762 

.761 
.580 
.855 
.718 
.711 
.499 

March 

AprU.. 

May 

.Tnnn. 

July 

August 

September. 

October 

November .  . .... 

December               .  ,  .  . 

1920: 

January      ......         .. 

February 

March 

AprU 

May 

June -  .  - 

July.... 

August 

September 

October 

November.    . 

December.    .  . ..... 

1921: 

January 

February 

March    .                 ... 

AprU 

May 

June .  . 

■July.. 

August... 

September  .... .      .... 

October...           

November 

December 

1922: 

January 

February 

March 

April 

May 

June 

July 

August- 

September        

October.. 

November 

December ' 

.  .  .. 

1923: 

January.. 

February 

March 

AprU 

May 

July . 

August . . 

September 

October 

November 

December.- 

1924: 

January ; 

February 

AprU „ 

May 

June 

See  footnotes  at  end  of  table. 
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Copper  prices,  London  and  New  York  monthly  average,  1912-1939 — Continued 

[In  cents  per  pound] 


Ywu'  and  month 


1924: 

July 

August 

September 

October 

November 
December. 

1925: 

January... 
February.. 

March 

April 

May 

June 

July. 

August 

September 
October... 
November. 
December. 

1926: 

January... 
February.. 

March 

April 

May 

June 

July.. 

August 

September. 
October... 
November. 
December. 

1927: 

January... 
February.. 

March 

April 

May 

June 

July 

August 

September. 
October. . . 
November. 
December. 

1928: 

January... 
February. - 

March 

April 

May 

June 

July 

August 

September 
October— . 
November. 
December. 

1929: 

January... 
February- 
March 

■   April 

May 

June 

July 

August 

September. 
October... 
November. 
December. 


I.ondon, 
spot, 

standard 
copper 


12. 018 
12. 739 
12. 487 
12.536 
13. 103 
13. 675 

14. 089 
13.  777 
13.401 
12.954 
13.018 
12.984 
13.323 
13.564 
13. 379 
13. 389 
13. 246 
12.879 

12.785 
12.942 
12.704 
12.403 
12.244 
12.319 
12.548 
12.  751 
12.  707 
12.610 
12.389 
12. 302 

11.993 
11. 776 
12. 108 
11.925 
11.821 
11.703 
11.815 
12.001 
11.812 
11.972 
1^.789 
13. 081 

13. 463 
13.408 
13. 310 
13.431 
13.619 
13. 857 
13.641 
13. 526 
13.744 
14. 175 
14.725 
15.003 

16.344 
16. 930 
19.294 
17. 539 
16.231 
16. 073 
15.008 
15. 955 
16.276 
15. 811 
15. 075 
14.866 


New  York  electrolytic 
copper 


Domestic 
(f.  o.  b. 
refinery) 


12.390 
13.221 
12.917 
12. 933 
13.635 
14. 260 

14. 709 
14.463 
14.004 
13.252 
13. 347 
13. 399 
13. 946 
14.490 
14. 376 
14.300 
14.353 
13.866 

13.822 
13. 999 
13.859 
13.706 
13.599 
13. 656 
13.924 
14.174 
14.062 
13. 862 
13.576 
13.  302 

12.990 
12.682 
13.079 
12.808 
12. 621 
12. 370 
12.532 
12. 971 
12.940 
12. 958 
13. 319 

13. 774 

13.854 
13.823 
13.845 
13. 986 
14.203 
14.527 
14.527 
14.526 
14.724 
15.202 
15. 778 
15.^44 

16.603 
17.727 
21.257 
19.500 
17.775 
17.775 

17. 775 
17. 775 
17. 775 
17. 775 
17. 775 
17.775 


Export 
(f.  a.  s.) 


Difference  between— 


N.  Y.  do- 

me.<!tic  and 

London 


0.372 
.482 
.430 
.397 
.532 
.585 

.620 
.686 
.603 


N.  Y.  do- 
mestic and 
N.  Y.  ex- 
port 


.i!98 
.329 

.415 

.623 

.926 

.997 

.911 

1.107 

.987 

1.037 

1.057 

1.155 

1.303 

1.355 

1.337 

1.376 

1.423 

1.355 

1.252 

1.187 

1.000 

.997 

.906 

.971 

.883 

.800 

.667 

.717 

.970 

1.128 
.986 

— 

.530 

.693 

.391 

.415 

.535 

.555 

.584 

.070 

.880 

1.000 

.980 

1.027 

1.053 

.841 

.259 

.797 

1.963 

1  961 

1  544 

1.702 

2.167 

1  820 

1  499 

1.984 

2.700 

2.'909 
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Copper  prices,  London  and  New  York  monthly  average,  1912-1939— Continued 

[In  cents  per  pound] 


London, 
spot, 

standard 
copper 

New  York  electrolytic 
copper 

Difference  between— 

Year  and  month 

Domestic 
(f.  0.  b. 
refinery) 

Export 
(f.  a.  s.) 

N.  Y.  do- 
mestic and 
London 

N.  Y.  do- 
mestic and 
N.Y.  ex- 
port 

1930: 

15.520 
15.488 
15.012 
13. 469 
11.527 
10.840 
10.481 
10.329 
10. 035 
9.331 
9.998 
lO.  135 

9.735 
9.835 
9.716 
9.259 
8.443 
7.778 
7.454 
7.057 
6.346 
6.056 
5.940 
5.755 

6.034 
5.688 
5.360 
5.009 
4.682 
4.372 
4.130 
4.871 
5.420 
4.833 
4.674 
4.255 

4.284 
4.350 
4.317 
4.721 
5.979 
6.781 
7.867 
7.246 
7.310 
7?C07 
7.027 
7.145 

7.335 
7.428 
7.388 
7.592 
7.444 
7.244 
6.684 
6.411 
6.139 
5.900 
6.065 
6.146 

6.132 
6.912 
6.081 
6.742 
7.273 
6.782 
6.863 

17.775 
17.776 
17.775 
15. 621 
12. 756 
12.049 
11.023 
10.693 
10.310 
9.597 
10.113 
10.300 

9.838 
9.724 
9.854 
9. 392 
8.665 
8.025 
7.698 
7.292 
6.988 
6.775 
6.558 
6.580 

7.060 
5.965 
5.763 
5.565 
6.237 
5.145 
5.053 
6.219 
5.978 
5.733 
5.131 
4.813 

4.775 
4.775 
5.011 
5.395 
6.698 
7.77? 
8.63S 
8.768 
8.753 
7.950 
7.881 
7.885 

7.890 
7.777 
7.775 
8.173 
8,275 
8.  .594 
8.775 
8.775 
8.778 
8.775 
8.775 
8.775 

8. 776 
8.775 
8.775 
8.775 
8.775 
8.634 
7.775 

2.255 

2.287 

2.763 

2.152 

1.229 

1.209 

.642 

.364 

.275 

.266 

.115 

.165 

.103 
.Ul 
.138 
.133 
.222 
.247 
.244 
.236 
.642 
.719 
.618 
.825 

1.026 
.277 
.403 
.666 
.566 
.773 
.923 
.343 
.558 
.900 
.457 
.558 

.491 
.425 
.694 
.674 
.719 
.992 
.768 
1.522 
1.443 
.943 
.854 
.740 

.555 
.349 
.387 
.581 
.831 
1.350 
2.091 
2.364 
2.636 
2.875 
2.710 
2.630 

2.643 
2.863 
2.694 
2.033 
1.502 
1.852 
.912 

July 

1931: 

April 

July 

October 

1932: 

April 

•July 

4.453 
5.069 
5.707 
5.256 
5.114 
4.759 

4.741 
4.710 
4.779 
5.185 
6.569 
7.484 
8.446 
7.937 
7.788 
7.557 
7.647 
7.710 

7.831 
7;  844 
7.837 
8.053 
7.913 
7.705 
7.146 
6.885 
6.586 
6.315 
6.513 
6.619 

6.583 
6l341 
6.526 
7.328 
7.794 
7.307 
7.360 

0.600 

August -- 

.150 

September 

.271 

October..       .         .            

.477 

November     .                         ... 

.017 

December... 

.054 

1933: 

January 

.034 

February 

.085 

March ..      

.232 

April 

.210 

May 

Jnnn 

.129 
.289 

July 

.189 

August..        -      -.  

.831 

September 

.965 

October 

.393 

November 

.234 

.175 

1934: 

.059 

Ffthniary 

-.067 

March .  ..  ..    .  .    

-.062 

April  .          

.120 

May 

.362 

June -• ...'. 

.889 

July 

1.629 

1.89C 

2.189 

2.460 

2.262 

December.-       

2.156 

1935: 

January ..: 

2.192 

February 

2,434 

March..  .  .    

2.249 

April      - 

1.447 

M&y 1.... 

.981 

June - 

July , .., — - 

1.327 

•.42£ 

See  footnotes  at  end  of  table. 
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Copper  prices,  London  and  New  York  monthly  average,  1912-19S9 — Continued 

[In  cents  per  pound] 


Year  and  mouth 


London, 

spot, 
standard 
copper 


New  York  eWctrolytic 
copper 


Pomestio 
(f.  0.  b. 
refinery) 


Export 
(f.  a.  8.) 


Difference  between- - 


N.  Y.  do- 
mestic and 
London 


N.  Y.  do- 
mestic and 
N.  Y.  ex- 
port 


1935: 

August 

September. 

October 

November. 
December.. 

1936: 

January 

February... 

March. 

April 

May 

June 

July 

August 

September. 

October 

November- 
December. - 

1937: 

January 

February... 

March 

April 

May ... 

June -. 

July 

August 

September. 

October 

November.. 
December.. 

1938: 

January 

February... 

March 

April 

May 

June 

July.. 

August 

September. 

October 

November.. 
December.. 

1939: 

January 

February... 

March 

April 

May - 

June 

July 

August 

September- 
October 

November.. 
December-. 


7.240 
7.489 
7.715 
7.742 
7.720 

7.687 
7.881 
7.996 
8.157 
8.138 
8.138 
8.344 
8.583 
8.746 
8.960 
9.585 
10.064 

11. 280 
12.937 
15.773 
13.716 
13.474 
12.268 
12.506 
12. 705 
11.713 
10. 037 
8.768 


9.236 
8.869 
8.849 
8.739 
8.130 
7.798 
8.745 
8.844 
8.975 
9.716 
9.605 
9.050 

8.986 
8.823 
8.978 
8.777 
8.703 
8.775 
&«63 
9.184 
(•) 


7.979 
8.504 
8.967 
9.025 
9.025 

9.025 
9.025 
9.025 
9.169 
9.275 
9.275 
9.352 
9.525 
9.525 
9.563 
10. 161 
10.763 

12.415 
13.427 
15.  775 
15. 121 
13. 775 
13. 775 
13.775 
13.775 
13. 530 
11.838 
10. 797 
10.006 

10. 198 
9.776 
9.775 
9.776 
9.375 
8.775 
9.585 
9.900 
10.028 
10.760 
11.025 
11.026 

11.025 
11.025 
11.025 
10. 265 
9.833 
9.776 
9.976 
10.261 
11.633 
12.215 
12.276 


7.738 
8.146 
8.514 
8.414 
8.414 

8.358 
8.566 
8.708 
8.849 
8.819 
8.790 
8.993 
9.297 
9.523 
9.669 
10. 349 
10.  835 

12.112 
13.828 
16.590 
14.  692 
13.999 
13.492 
13.817 
13.926 
12.  984 
11.207 
9.850 
9.714 

9.908 
9.625 
9.496 
9.443 
8.801 
8.500 
9.673 
9.844 
9.943 
10. 713 
10. 669 
10.023 

9.912 
9.736 
9.888 
9.820 
9.738 
9.738 
9.944 
10.211 
11.685 
12.491 
12.929 


0.739 
1.015 
1.252 
1.283 
1.305 

1.338 
1.144 
1.029 
1.012 
1.137 
1.137 
1.008, 
.942 
.779 
.603 
.576 


1.135 

.490 

.002 

1.405 

.301 

1.507 

1.269 

1.070 

1.817 

1.801 

2.029 

1.098 

.962 
.906 
.926 
1.036 
1.246 
.977 
.840 
1.066 
1.053 
1.044 
1.620 
1.976 

2.039 
2.202 
2.047 
1.488 
1.130 
1.000 
1.013 
1.077 


0.241 
.358 
.453 
.611 
.611 

.667 

.459 

.317 

.320 

.456 

.486 

.369 

.228 

.002 

-.106 

-.188 

-.072 

.303 

-.401 

-.815 

.429 

-.224 

.283 

-.042 

-.151 

.546 

.631 

.947 

.292 

.290 
.250 
.279 
.332 
.574 
.276 
.012 
.056 
.085 
.047 
.456 
1.002 

1. 113 

1.290 

1.137 

.446 

.096 

.037 

.032 

.060 

-.050 

-.276 

-.654 


'  The  London  price,  which  was  quoted  in  £'s  per  long  ton,  has  been  converted  to  dollars,  and  divided 
by  2,240  pounds.  In  converting  £'s  to  dollars,  the  rates  used  were  for  cable  transfers  for  January  1912- 
December  1913;.  sight  drafts  for  January  1914-December  1919;  and  "checks"  beginning  with  January  1920. 

'  No  quotation.  > 

'  No  market. 

'  Import  tax  of  4c  per  pound,  effective  June  21, 1932,  separating  the  domestic  and  export  markets. 

•  The  price  of  copper  was  fixed  by  the  British  government  under  the  Emergency  Powers  (Defence)  Order 
of  September  1. 

Source:  All  prices  and  exchange  rates  since  1920  from  Engineering  and  Mining  Journal.'  Exchange  rates 
prior  to  1920  from  "European  Currency  and  Finance",  Commission  of  Gold  and  Silver  Inquiry  XJ.  8.  Senate, 
Foreign  Currency  and  Exchange  Investigations,  Serial  9  (Vol.  I),  pp.  452-3. 
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World  summary  of  production,  consumption,  and  stocks  of  copper,  1912-1938 
[In  thousands  of  short  tons] 


Production ' 

Consumption » 

Stocks 

end  of  year  • 

Year 

Total 

United 
States 

Rest  of 
world 

Total 

United 
States 

Rest  of 
world 

Total, 

North 

and  South 

America 

United 
States 

Rest  of 

North 

and  South 

America 

1912 

1,100 
1,072 
1,021 
1,187 
1,534 
1,580 
1,569 
1,070 
1,082 
602 
996 
1,412 
1,522 
1,590 
1,637 
1,682 
1,894 
2,118 
1,735 
1,488 
998 
1,146 
1,401 
1,617 
1,849 
2,504 
2,184 

621 
614 
579 
712 
971 
961 
969 
605 
635 
238 
512 
754 
819 
854 
878 
847 
935 
1,026 
711 
525 
255 
234 
240 
380 
615 
835 
553 

479 

458 

442 

475 

563 

619 

600 

465 

447 

364 

484 

658 

703 

736 

759 

835 

959 

1,092 

1,024 

963 

743 

912 

1,161 

1,237 

1,234 

1,669 

1,631 

0) 

1,204 
1,056 
»  1,269 
5  1,484 
51,523 
« 1, 556 
1,011 
1,151 
778 
1,096 
1,331 
1,492 
1,674 
1,726 
1,758 
2,009 
2,077 
1, 716 
1,409 
1,085 
1,245 
1,501 
1,814 
2,088 
2,408 
2,178 

399 
367 
568 
739 
697 
766 
570 
668 
327 
552 
731 
757 
814 
904 
825 
983 
1,119 
809 
601 
336 
382 
417 
578 
809 
878 
522 

805 

689 

»701 

4  745 

»826 

•790 

441 

483 

451 

544 

600 

735 

860 

822 

933 

1,026 

958 

907 

808 

749 

863 

1,084 

1,236 

1,279 

1,530 

1,656 

0) 

^'\ 

(* 

{*) 

(«) 

(♦) 

{*) 
547 
583 
427 
344 
409 
374 
322 
359 
330 
315 
440 
586 
722 
747 
673 
567 
496 
378 
605 
490 

140 
169 
188 
178 
276 
262 
371 
452 
562 
371 
288 
348 
318 
278 
301 
286 
268 
403 
533 
636 
691 
600 
479 
411 
306 
393 
414 

« 

1913 

0) 

1914    

(0 

1915 

« 

1916     -     

0) 

1917            

(*) 

1918 

W 

1919 

95 

1920 

21 

1921 

56 

1922    

56 

1923       

61 

1924         

56 

192S^ . 

44 

1926.. .-- 

58 

1927 

44 

1928    

47 

1929     

37 

1930 

53 

1931      .     

86 

1932 

56 

1933 

73 

1934 

88 

1935 

85 

1936. 

72 

1937 

112 

1938 

76 

1  Based  insofar  as  possible  on  blister  copper,  referred  to  countries  wherein  ore  originated,  with  exclusion 
of  copper  derived  from  junk. 

'  As  computed  by  the  American  Bureau  of  Metal  Statistics.  The  accounting  for  the  United  States 
includes  secondary  copper  passing  through  primary  refineries,  while  for  the  rest  of  the  world  it  is  essentially 
in  terms  oT  new  copper. 

'  Blister  and  refined  copper.    World  figures  not  available, 

«  Figures  not  available. 

>  Does  not  include  Belgium. 

Source:  American  Bureau  of  Metal  Statistics  and  U.  8.  Bureau  of  Mines. 
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Gilbert  H.  Montague 
counsellor  at  law 


40  Wall  Street,  New  York 

J.A.NUARY  13.  1919. 

Hon.  T.  W.  Gregory, 

Attorney  General  of  the  United  Slates, 

Washington,  D.  C. 

Dear  Mr.  Gregory:  Supplementing  the  memorandum  relating  to  Copper 
Export  Association,  Inc.,  whiich  I  sent  you  on  December  13,  1918,  I  enclose  here- 
with a  copy  of  a  form  letter,  dated  January  13,  1919  which  the  Association  intends 
to  send  out  during  the  next  day  or  two  to  producers  and  operators  selling  or  con- 
trolling the  sale  of  export  copper  from  the  United  States,  and  also  copies  of  the 
Certificate  of  Incorporation  and  Agency  Agreement  therein  mentioned. 

The  enclosures,  like  the  memorandum  heretofore  sent  you,  are  being  sent  in 
order  that  you  may  have  directly  from  the  parties  themselves,  instead  of  from 
the  newspapers,  the  information  therein  contained. 
Very  truly  yours, 

Enc —  Gilbert  H.  Montague. 

(In  writing:)   197843-2 
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Copper  Export  Association,  Inc. 
60  Broadway,  New  York 

Januart  13,  1919. 

Gentlemjjn:  As  you  are  aware,  the  copper  prodacers  of  this  country,  prior 
to  the  entry  of  the  United  States  into  the  war,  were  compelled  in  their  export 
trade  to  compete  with  one  another  in  selhng  copper  to  foreign  buyers,  who  were 
largely  united  into  buying  combinations.  "These  combinations"  the  Federal 
Trade  Commission  reported  in  1916,  "naturally  make  individual  American  pro- 
ducers bid  agai^nst  each  other,  and  are  thus  able  to  buy  at  comparatively  low 
prices",  and  by  such  tactics  as  these  and  by  manipulation  of  the  foreign  future 
markets"  have  "bought  millions  of  tons  of  American  copper  at  prices  averaging, 
over  a  series  of  years,  nearly  a  cent  a  pound  below  the  price  paid  by  American 
consumers." 

Under  the  anti-trust  laws,  as  they  then  stood,  it  was  at  least  doubtful  whether 
the  copper  producers  of  this  country  could  combine  to  remedy  this  situation. 
The  need  for  remedial  legislation,  however,  was  so  apparent,  that,  following  re- 
peated recommendations  of  the  President  of  the  United  States  in  several  messages 
to  Congress,  and  in  the  reports  of  other  Governmental  authorities  in  which  the 
special  need  of  the  copper  industry  for  such  legislation  was  emphasized,  there 
was  enacted  on  April  10,  1918,  the  Webb  Act,  permitting  sellers  to  organize  and 
operate  in  combination,  solely  for  the  purpose  of  export  trade. 

During  the  war,  while  the  copper  production  of  this  country  was  being  dis- 
tributed under  Government  direction,  there  was  no  need  for  taking  advantage 
of  the  Webb  Act.  With  the  falling  off  of  the  war  requirements,  however,  the 
need  has  returned  for  combined  action  in  export  trade  by  the  copper  producers  of 
the  country. 

After  conference  among  a  number  of  producers,  a  plan  has  been  agreed  upon, 
resulting  in  the  formation,  under  the  laws  of  Delaware,  of  a  corporation  known  as 
COPPER  EXPORT  ASSOCIATION,  INC.,  which  wiU  act  as  exclusive  agent 
for  the  sale  of  export  copper  for  such  producers  or  operators  who  sell  or  control 
the  sale  of  export  copper  from  the  United  States  as  may  care  to  become  members. 
As  such  agent,  the  Association  proposes  to  procure  orders  for  export  copper  at 
prices  named  by  the  Association,  to  allot  such  orders  among  the  members  pro 
rata  according  to  the  amount  of  copper  each  member  has  available  for  export, 
to  average  the  prices  monthly  to  each  member  so  that  each  member  will  secure 
for  his  export  copper  every  month  the  same  price  as  every  other  member  and  at 
the  same  time  to  leave  each  member  free  to  sell,  ship,  and  bill  his  export  copper 
direct  to  the  foreign  purchaser  and  to  maintain,  if  he  so  desires,  his  own  selling 
representatives  abroad,  subject  always,  to  the  foregoing  provisions  in  respect  of 
apportioning  orders  and  averaging  prices.  For  greater  certainty,  reference  is 
hereby  made  to  the  Agency  Agreement  herewith  enclosed.  The  plan  adopted 
has  been  approved  by  counsel. 

Under  the  provisions  of  the  Webb  Act,  the  Association  will  be  operated  in  close 
touch  with  the  Federal  Trade  Commissio  i,  and  a  copy  of  this  letter  and  the  Asso- 
ciation's Certificate  of  Incorporation  and  the  Agency  Agreement  above  men- 
tioned have  been  laid  before  the  Federal  Trade  Commission  and  the  Attorney 
General  of  the  United  States  for  their  full  information. 

As  the  Association  will  act  as  a  broker,  a  large  capitalization  is  unnecessary, 
and  it  is  proposed  to  provide  merely  thenecessary  funds  to  begin  to  organize  and 
begin  business  by  an  authorized  issue  at  par  of  $250,000.00,  7%  Cumulative 
Preferred  stock.  Each  member  may  subscribe  for  and  take  his  pro  rata  share  of 
the  Preferred  stock.  These  subscriptions  will  from  time  to  time  be  called  pro 
rata,  as  the  Association  requires  funds.  It  wiU  be  necessary  to  issue  only  a  small 
amount  of  the  authorized  Preferred  stock  at  the  outset,  and  the  probabiUties  are 
that  the  fuU  amount  authorized  will  never  be  required.  In  addition  to  the 
Preferred  stock,  the  Association  proposes  to  issue  stock  without  par  value,  one 
share  to  each  producer  who  executes  an  Agency  Agreement  with  the  Association, 
and  becomes  a  member  thereof.  AU  benefits  derived  will  inure  to  the  members 
in  exact  proportion  as  they  contribute  copper  to  the  export  trade.  No  dividends 
will  be  earned  or  paid  oa  the  stock  without  par  value,  and  no  member  may  hold 
more  than  one  .share  thereof.  The  voting  power,  except  in  certain  specified  con- 
tingencies, will  be  exclusively  in  the  stock  without  par  value,  each  holder  of  which 
will  be  entitled  to  one  vote  for  each  five  hundred  short  tons  of  such  holder's 
annual  copper  production.  For  greater  certainty,  reference  is  hereby  made  to 
the  copy  of  the  Certificate  of  Incorporation  herewith  enclosed.  The  issuance  of 
the  Association's  Preferred  stock  and  stock  without  par  value,  has  been  "passed 
by  the  Capital  Issues  Committee  as  not  incompatible  with  the  national  interest, 
but  without  approval  of  legality,  validity,  worth  or  aecurity.  Opinion  No. 
A  3327."    ■ 
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your  attention  is  directed  to  the  Agency  Agreement  and  the  Certificate  of 
Incorporation  for  further  details.  You  will  specially  note  that  the  assessments 
against  the  members  are  restricted  to  the  actual  expenses  incurred  by  the  Associa- 
tion in  doing  business,  and  to  the  dividend  requirements  of  the  Association's 
outstanding  paid  in  Preferred  stock. 

It  is  proposed  that  the  benefits  derived  from  the  Association  shall  be  to  advan- 
tage the  entire  export  business,  rather  than  to  enable  it  to  make  or  distribute  any 
profits  directly  to  its  membership. 

To  insure  that  the_  membership  in  the  Association  shall  be  as  representative  as 
possible,  it  is  desired  that  every  copper  producer,  dealer  or  operator  who  sells  or 
controls  the  sale  of  any  export  copper  from  the  United  States  shall  become  a  mem- 
ber of  the  Association  by  executing  the  Agency  Agreement  and  subscribing  for  a 
share  of  the  Association's  stock  without  par  value.  It  is  expected  that  the 
Board  of  Directors  may  be  increased  from  time  to  time  as  may  be  deemed  advisable 
in  order  to  make  the  Board  at  all  times  representative. 

Any  further  information  regarding  the  Association,  which  you  may  desire,  will 
be  promptly  furnished  you  by  Mr.  C.  W.  Welch,  Secretary  of  the  Association, 
whose  address  is  60  Broadway. 

The  Association  is  desirous  that  you  cooperate  and  become  a  member,  and  hopes 
to  hear  from  you  at  your  earliest  convenience. 
Yours  very  truly, 

Copper  Export  Association,  Inc., 
By  John  D.  Ryan,  President. 


Exhibit  No.  2102 
Copper  Export  Association,  Inc. :  Names  of  Members  and  Non-members 


Name 


Agency  Agree- 
ment Signed 


Date  of 
Withdrawal 


American  Smelting  &  Refining  Co. 

Anaconda  Copper  Mining  Co 

Arizona  Copper  Company..., 

Calumet  &  Arizona  Mining  Co 

Calumet  &  Hecla  Mining  Co 

Chino  Copper  Company 

Greene  Cananea  Copper  Co.. 

Inspiration  Cons.  Copper  Co 

International  Smelting  Co 

Kennecott  Copper  Corp -. 

Adolph  Lewisonn  &  Sons 

Miami  Copper  Company.. 

Nevada  Cons.  Copper  Co 

New  Cornelia  Copper  Co 

Nichols  Copper  Company 

North  Butte  Mining  Co 

Phelps  Dodge  Corporation 

Ray  Consolidated  Copper  Co. 

Tennessee  Copper  Company 

United  Metals  Selling  Co 

U.  S.  Smelting,  Refg.  &  Mining  Co 

United  Verde  Copper  Co 

Utah  Consolidated  Copper  Co 

Utah  Copper  Company 

Mother  Lode  Coalition  Mines  Co-. 


Jan. 

Jan. 

Jan. 

Jan. 

Jan. 

Jan. 

Jan. 

Jan. 

Jan. 

Apr. 

Jan. 

Jan. 

Jan. 

Jan. 

Sept. 

Jan. 

Jan. 

Jan. 

Jan. 

Jan. 

Feb. 

Feb. 

Mar. 

Mar. 

June 


8, 1919 
11,1919 
14, 1919 
31, 1919 
8, 1919 
14, 1919 
11, 1919 
11, 1919 
16, 1919 
1, 1919 
8, 1919 
8, 1919 
14, 1919 
31, 1919 
1, 1919 
20, 1919 
8, 1919 
14, 1919 
8, 1919 
8, 1919 
21,1919 
4, 1919 
3, 1919 

14. 1919 

15. 1920 


Feb.     1, 1924 
Mar.  15,1933 


Feb. 
Dec. 
Mar. 
Mar. 
Mar. 
Mar. 
Jan. 
Apr. 
Apr. 
Feb. 
Feb. 
Oct. 
Apr. 
Feb. 
Feb. 
Apr. 
Mar. 


1,1924 

28. 1932 
25, 1924 

15. 1933 
15, 1933 
15, 1933 
31, 1924 

5, 1920 
5, 1920 
1, 1924 
1,1924 
1, 1922 

28, 1924 
1,1924 
1, 1924 
5,1920 

15, 1933 


Mar.  18, 1931 


Feb.     1, 1924 
Feb.     1, 1924 


Note.— In  1921  the  Arizona  Copper  Company  was  talcen  over  by  the  Phelps  Dodge  interests,  so  it  can  be 
assumed  that  when  the  latter  organization  withdrew  on  February  1,  1924  it  included  the  production  of  the 
former  company. 

Utah  Consolidated  Copper  Co.  was  dissolved  in  1923. 

In  addition,  the  copper  of  the  following  companies  was  sold  through  members 
of  the  Association: 

Arizona  Commercial  Mining  Co.  (Arizona) 
Arizona  Copper  Co.  (Arizona) 
Boleo  Mining  Company  (Mexico) 
Braden  Copper  Company  (Chile) 
Cerro  de  Pasco  Copper  Corpn.  (Perti) 
Backus  &  Johnston  (Peru) 
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Eugels  Copper  Company  (California) 
Granby  Consolidated  Copper  Co.  (Canada) 
Howe  Sound  Copper  Company  (Canada) 
Magma  Copper  Co.  (Arizona) 
Mammoth  Copper  Company  (California) 
Mason  Valley  Copper  Co.  (Arizona) 
Old  Dominion  Copper  Co.  (Arizona) 
Ohio  Copper  Company  (Utah) 
Shattuck  Mining  Company  (Arizona) 
United  Verde  Extension  Mining  Co.  (Arizona) 
Utah  Delaware  Mining  Co.  (Utah) 
Walker  Mining  Co.  (Utah) 

Except  as  above  set  forth,  foreign  producers  were  not  members  of  the  Association. 

NON-MEMBER    CONCERNS 

The  following  United  States  companies  were  not  members  of  Copper  Exuort 
Association,  Inc: 

Consolidated  Copper  Mines  Co. 

Copper  Range 

East  Butte 

Mohawk 

Ohio  Copper  Company 

Quincy  Copper  Co. 

Seneca 

Southwest  Metals 

Wolverine 


Exhibit  No.  2103 

Copper  Export  Association,  Inc.— Number  of  Votes  Cast  at  Annual  Meetings  of 

Stockholders 


Name  of  Stockholder 


American  Smelting  &  Refining  Co 
Utah  Copper  Company 

Chino  Copper  Company 

Nevada  Consolidated  Copper  Co 
Ray  Consolidated  Copper  Co 

Keanecott  Copper  Corporation 

Tennessee  Copper  Company 

Phelps  Dodge  Corporation '  "" 

Calumet  &  Arizona  Mining  Co 
Calumet  &  Hecia  Mining  Co 
United  Metals  SellingCo 
Greene  Cananea  Copper  Co 
Inspiration  Consolidated  Copper  Co" 
Anaconda  Copper  Mining  Co 
Consolidated  Copperminos  Co 
International  Smelting  Co 

North  Butte  Mining  Co I'""I  ] 

Old  Dominion  Company    

New  Cornelia  Copper  Co  •" 

Nichols  Copper  Company 
Utah  Consolidated  Mining  Co 

United  Vordc  Copper  Co 

Arizona  Copper  Co__ 

Miami  Copper  Company '" 

Mother  Lode  Coalition  Mines  Co 

Adolph  Lewisohn  &  Sons 

U.  S.  Smelting  Refining  &  Mining  Co' 


198 
193 
74 


86 


10 
179 
58 
150 
8 
38 
87 
281 
15 
12 
14 


223 
125 
50 
59 
56 
49 


102 
104 
44 

59 
48 


39 


43 
82 
135 
2 
10 
18 


119 
49 
20 
9 

22 
42 


1923 


iJ5 
64 
15 
28 
14 
41 


62 


2 
44 
148 


en^tlPd  < n  ii*      r  "f"^"^  °u^  ll'-?'*^  ^^  common  stock  without  par  value  and  was 
e?tima?ed  bWh^Rn   ^h'  Ti^^  ^?^  *°."'  ''I  "°PP^''  P'-oduction  of  such  holder,  as 

S  ?h/rl^nr5r.7^n^  Directors  for  the  last  preceding  twelve  months  period. 

1  rom  the  records  of  Copper  Export  Association,  Inc.,  Certified  correct. 

R.     R.     ECKERT. 

(R.  R.  Eckert.). 


13404 


CONOENTBATION  OF  EOONOMIO  POWER 

Exhibit  No.  2104 


Share  of  World  Mine  Production  of  Copper  Controlled  by   Members^,    of  Copper 
Export  Association,  Inc.,  1919-1923 

[Amount  in  short  tons] 


Item 

1919 

1920 

1921 

Amount 

Percent 

Amount 

Percent 

Amount 

Percent 

Total  world  production . 

1, 069, 998 

100.0 

1, 082, 652 

100.0 

601,913 

100.0 

Controlled  by  members  of  C.  E.  A.,  Inc 

700, 038 

65.4 

733, 933 

67.8 

226,  739 

37.7 

United  States  production __  . 

538, 017 
162, 021 

50.3 
15.1 

55],  527 
182, 406 

50.9 
'16.9 

161,595 
65, 144 

26.9 

10.8 

Not  controlled  by  members  of  C.  E.  A.,  Inc. . 

369, 960 

34.6 

348, 719 

32.2 

375, 174 

62.3 

United  States  production  ..      

66,  625 
303. 335 

6.2 
28.4 

83,721 
264,998 

7.7 
24.5 

76,  825 
298,  349 

12.8 

Foreign  production 

49.5 

Percent  of  total  United  States  production  con- 
trolled by  members  of  C.  E.  A.,  Inc 

89..0 

86.8 

67.8 

Item 

1922 

1923 

Amount 

Percent 

Amount 

Percent 

Total  world  production 

996, 147 

100.0 

1,411,980 

100.6 

Controlled  by  members  of  C.  E.  A.,InC— 

563, 488 

56.6 

873, 418 

CI.  9 

United  States  production _. 

416, 004 
147, 484 

4l'.8 

14.8 

641, 220 
232, 198 

45.4 

Foreign  production    ., 

16.5 

Not  controlled  by  members  of  C.  E.  A.,  Inc.. 

432, 659 

43.4 

538,  562 

38.1 

United  States  production 

Foreign  production 

95, 966 
336,093 

9.6 
33.8 

112,  780 
425,  782 

8.0 
30.1 

oiled  by  mer 

nbrs 

Percentof  total  United  Stated  production  contr 
of  C.  E.  A.,  Inc 

81.3 

85.0 

'  Controlled  either  through  own  mines  or  through  contracts  to  sell  copper  of  non-members. 

Source:  Prepared  by  staff  of  T.  N.  E.  C.  from  figures  compiled  by  R.  E.  Eckert,  former  manager  cf  Cop- 
per Export  Association,  Inc.    Original  figures  from  American  Bureati  of  Metal  Statistics. 


Exhibit  No.  2105 
Certificate  of  Incorporation  of  Copper  Export  Association,  Inc. 

We,  the  undersigned,  in  order  to  form  a  corporation  for  the  purposes  here- 
inafter stated,  under  and  pursuant  to  the  provisions  of  an  Act  of  the  Legislature 
of  the  State  of  Delaware,  entitled  "An  Act  providing  a  General  Corporation  Law" 
(approved  March  10,  1899) ,  and  the  acts  amendatory  thereof  and  supplementary 
thereto,  do  hereby  certify  as  follows: 

FiRST.^ — The  name  of  the  corporation  is  "Copper  Export  Association,  Inc." 

Second. — The  location  of  its  principal  office  in  the  State  of  Delaware  is  in  the 
City  of  Dover,  County  of  Kent.  The  name  of  the  resident  agent  therein  and  in 
charge  thereof  is  the  United  States  Corporation  Company.  The  street  and 
number  of  said  principal  office  and  the  address  by  street  and  number  of  said 
resident  agent  is  No.  311  South  State  Street. 

Third.' — The  nature  of  the  business  and  the  objects  and  purposes  proposed  to 
be  transacted,  promoted,  and  carried  on  by  the  corporation  (hereinafter  called 
the  "Association")  are  to  do  any  and  all  of  the  things  herein  set  forth  as  fully 
and  to  the  same  extent  as  natural  persons  might  do,  viz.: 

(a)  to  enable  the  holders  of  the  Association's  stock  without  par  value  to 
co-operate  with  one  another  solely  in  export  trade,  in  accordance  with  the  Act 
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of  Cougrcss  entitled  "An  Act  to  promote  export  trade,  and  for  other  purposes," 
approved  April  10,  1918,  commonly  known  as  the  "Webb  Act,"  and  any  Acts 
amendatory  thereof  or  supplementary  thereto,  and  any  and  all  lawful  orders  and 
regulations  of  the  Federal  Trade  Commission  thereunder,  to  the  end  that  each 
of  the  holders  of  the  Association's  stock  without  par  value  may  obtain,  in  trade 
and  commerce  in  exports  from  the  United  States  to  foreign  nations,  the  benefits 
of  co-operation  intended  by  said  Act  of  Congress,  and  that  the  Association,  after 
providing  for  its  necessary  and  reasonable  expenses,  shall  earn  no  profits  in 
excess  of  the  dividend  requirements  on  its  outstanding  paid-in  preferred  stock; 

(b)  to  engage  in  trade  and  commerce  in  products  of  ores,  minerals,  mineral 
substances,  mineral  compounds,  metals  and  intermediate  metallurgical  com- 
pounds or  substances  obtained  from  the  mining,  production  or  refining  of  ores 
or  minerals,  which  are  for  export,  or  are  to  be  exported,  or  are  in  the  course  of 
being  exported,  or  have  been  exported  from  the  United  States  or  any  territory 
thereof  to  any  foreign  nation; 

(c)  to  act  as  the  agent,  broker,  consignee  or  factor  of  others  in  respect  of  the 
acquisition,  transportation,  shipment,  purchase,  sale,  contracting  for,  dealing  in, 
trade  and  commerce  in,  or  other  disposition  of  products  of  ores,  minerals,  mineral 
substances,  mineral  compounds,'  metals  and  intermediate  metallurgical  com- 
pounds or  substances  obtained  from  the  mining,  production  or  refining  of  ores 
or  minerals,  which  are  for  export,  or  are  to  be  exported,  or  are  in  the  course  of 
being  exported,  or  have  been  exported  from  the  United  States  or  any  territory 
thereof  to  any  foreign  nation; 

(d)  to  investigate  commereial  conditions  in  foreign  nations  and  elsewhere  aiTect- 
ing  products  of  ores,  minerals,  mineral  substances,  mineral  compounds,  metals 
and  intermediate  metallurgical  compounds  or  substances  obtained  from  the  min- 
ing, production  or  refining  of  ores  or  minerals,  and  to  collect,  circulate  or  other- 
wise utilize  statistics  and  other  information  relating  thereto; 

(e)  to  subscribe  to,  become  a,  member  of,  and  co-operate  with  others,  whether 
incorporated  or  not,  engaged  in  business  similar  or  incidental  to  that  of  the 
Association,  and  to  purchase,  acquire,  hold,  and  dispose  of  shares  or  obligations 
of  any  such  corporations; 

(f)  to  acquire,  transport,  ship,  buy,  sell,  contract  for,  deal  in,  engage  in  trade 
or  commerce  in,  or  otherwise  dispose  of  products  of  ores,  minerals,  mineral  sub- 
stances, mineral  compounds,  metals  and  intermediate  metallurgical  compounds 
or  substances  obtained  from  the  mining,  production  or  refining  of  ores  or  minerals, 
which  are  for  export,  or  are  to  be  exported,  or  are  in  the  course  of  being  exported, 
or  have  been  exported  from  the  United  States  or  any  territory  thereof  to  any 
foreign  nation; 

(g)  to  purchase,  lease,  charter,  acquire,  build,  erect,  maintain,  operate  and 
manage  offices,  warehouses,  vessels,  docks  and  other  plant  and  equipment  for  the 
purposes  of  the  Association; 

(h)  to  buy  or  otherwise  acquire,  hold,  lease,  sell,  exchange,  mortgage,  pledge, 
or  otherwise  dispose  of  any  property,  real  or  personal,  rights,  franchises,  or  good 
will  which  the  purposes  of  the  Association  shall  require,  subject  to  such  limita- 
tions as  may  be  prescribed  by  law; 

(i)  to  borrow  or  raise  money  for  the  purposes  of  the  Association,  to  secure  .the 
same  and  any  interest  thereon,  and  for  that  purpose  or  any  other  purpose  per- 
niitted  by  law,  and  subject  to  the  restrictions  and  conditions  thereby  imposed, 
to  mortgage  and  charge  all  or  any  part  of  the  property,  rights  and  franchises  of 
the  Association,  and  to  issue,  sell,  pledge,  or  otherwise  dispose  of  its  notes,  bonds, 
debentures  and  other  evidences  of  indebtedness,  and  to  draw,  make,  accept,  en- 
dorse, discount,  execute  and  issue  promissory  notes,  bills  of  exchange,  warrants 
and  other  negotiable  or  transferable  instruments; 

(j)  to  make,  purchase  or  otherwise  acquire,  deal  in,  and  carry  out  any  con- 
tracts for  or  in  relation  to  any  of  the  foregoing  purposes  that  may  be  necessary 
and  lawful; 

(k)  to  conduct  and  transact  the  business  of  the  Association  in  any  or  all  of 
its  branches  in  the  State  of  Delaware  and  in  any  or  all  of  the  states,  tei^itories, 
colonies,  or  dependencies  of  the  United  States,  in  the  District  of  Columbia  and 
in  any  and  all  foreign  nations,  and  to  have  one  or  more  offices  therein,  and  to 
•  hold,  purchase,  mortgage  and  convey  real  and  personal  property  without  limit 
as  to  amount  in  any  such  state,  territory,  colony,  dependency  or  foreign  nation, 
but  always  subject  to  the  laws  thereof,  and  to  do  all  and  everything  necessary, 
suitable  and  proper  for  the  accomplishinent  of  any  of  the  purposes  hereinbefore 
set  forth,  either  alone  or  in  association  with  other  corporations,  firms  or  indi- 
viduals, and  to  do  every  other  act  or  acts  incidental  to  the  aforesaid  purposes; 
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The  foregoing  clauses  shall  be  construed  both  as  objects  and  powers,  and  the 
onunioration  of  specific  powers  shall  not  bo  held  to  limit  or  restrict  in  any  manner 
the  general  powers  of  the  Association  and  the  enjoyment  thereof,  as  conferred  by 
the  laws  of  the  State  of  Delaware  upon  corporations  organized  under  the  laws  of 
that  state,  and  the  objects  and  powers  specified  in  any  clauses  shall,  except  where 
otherwise  expressed,  be  in  no  wise  limited  or  restricted  by  references  to  or  infer- 
ence!? from  the  terms  of  any  other  clause,  but  the  objects  and  powers  specified  in 
each  of  the  clauses  shall  be  regarded  as  independent  purposes  and  powers;  pro- 
vided, however,  that  the  same  be  in  all  respects  subject  to,  and  governed  b}',  and  not 
inconsistent  with,  the  laws  under  which  the  Association  is  organized,  and  the  Act 
of  Congress  entitled  "An  Act  to  promote  export  trade,  and  for  other  purposes," 
approved  April  10,  1918,  conamonly  known  as  the  "Webb  Act,"  and  any  Acts 
amendatory  thereof  or  supplementary  thereto,  and  any  and  all  lawful  orders  and 
regulations  of  the  Federal  Trade  Commission  thereunder. 

Fourth. — The  total  number  of  shares  of  capital  stock  authorized  and  which 
may  be  issued  by  the  Association  is  Three  thousand  (3,000),  of  which  Two  thou- 
sand five  hundred  (2,500)  of  the  par  value  of  One  hundred  ($100)  Dollars  each  are 
to  be  preferred  stock,  and  Five  hundred  (500)  are  to  be  stock  without  par  value. 

The  amount  of  capital  stock  with  which  the  Association  will  commence  business 
is  the  sum  of  One  thousand  Dollars  ($1,000),  and  the  number  of  shares  with  which 
it  will  commence  business  is  Ten  (10)  preferred  shares. 

The  shai-es  of  stock  without  par  value  shall  be  issued  fully  paid  and  non-assessa- 
ble, for  such  consideration  not  exceeding  One  Dollar  ($1.00)  per  share  as  may  from 
time  to  time  be  fixed  by  the  Board  of  Directors,  and  shall  be  issued  to,  and  may  be 
acquired  by,  such  persons,  firms  or  corporations  only  as  shall  have  executed  agree- 
ments with  the  Association  appointing  the  Association  their  exclusive  agent  for  the 
export  sale  of  all  their  unmanufactured  metallic  copper.  Stock  without  par  value 
shall  be  entitled  to  no  dividends.  No  person,  firm  or  corporation  shall  be  entitled 
to  hold  more  than  one  share  of  stock  without  par  value. 

The  shares  of  stock  without  par  value  are  divided  into  different  classes  in  respect 
of  voting  powers,  as  follows:  Each  share  of  stock  without  par  value  shall  constitute 
a  separate  class,  the  holder  of  which  shall  be  entitled  at  any  meeting  of  stockholders 
of  the  Association  to  one  vote  in  person  or  by  proxy  for  each  Five  hundred  (500) 
tons  of  copper  production  of  such  holder,  as  estimated  by  the  Board  of  Directors 
for  the  last  preceding  twelve  months'  period  in  respect  of  which  the  Board  of  Direc- 
tors by  resolution  shall  have  expressed  such  estimate;  provided,  always,  that  upon 
breach  of  any  of  the  provisions  of  such  holder's  agreement  aforesaid  with  the  As- 
sociation, the  Board  of  Directors  by  resolution  may,  and  upon  any  termination  or 
cessation  of  said  agreement  shall,  declare  forfeited  all  rights  of  such  holder  as  a 
holder  of  stock  without  par  value  and  declare  forfeited  to  the  Association  all  rights 
of  such  holder  in  the  property  of  the  Association  as  a  holder  of  stock  without  par 
value,  whereupon  such  holder  shall  forfeit  all  said  rights  as  aforesaid,  and  the 
Board  of  Directors  by  like  resolution  may  cancel  the  certificate  of  stock  without 
par  value  standing  in  the  name  of  such  holder,  and  such  stock  without  par  value 
may  be  again  issued  in  the  manner  above  set  forth;  and  provided,  always,  that 
whenever  and  so  often  as  there  shall  be  less  than  five  holders  of  stock  without  par 
value  entitled  to  vote  as  hereinbefore  provided,  the  holders  of  stock  without  par 
value  shall  have  no  vote  at  any  meeting  of  stockholders  of  the  Association  except- 
ing, only,  in  proceedings  which  would  alter  or  change  any  preference  affecting  the 
stock  without  par  value,  or  would  increase  or  decrease  the  amount  of  the  authorized 
stock  without  par  value,  or  would  increase  or  decrease  the  par  value  thereof. 

The  holders  of  preferred  stock  shall  be  entitled  to  vote  in  any  proceedings  at 
any  meeting  of  stockholders  of  the  Association  which  would  alter  or  change  the 
preferences  given  to  or  affecting  the  preferred  stock,  or  would  increase  or  decrease 
the  amount  of  the  authorized  preferred  stock,  or  would  increase  or  decrease  the 
par  value  thereof,  and  shall  also  be  entitled  to  vote  at  any  meeting  of  the  stock- 
holders of  the  Association  whenever  and'so  often  as  there  shall  be  less  than  five 
holders  of  stock  without  par  value  entitled  to  vote  as  hereinbefore  provided; 
but  except  as  hereinbefore  provided,  the  holders  of  preferred  stock  shall  have  no 
vote. 

The  holders,  of  the  preferred  stock  shall  be  entitled  to  cumulative  dividends, 
payable  out  of  any  and  all  surplus  or  net  profits,  as  and  when  declared  by  the 
Board  of  Directors,  at  the  rate  of  seven  (7)  per  centum  per  annum,  and  no  more, 
upon  the  amount  actually  paid  in  on  each  share  of  preferred  stock. 

In  the  event  of  the  dissolution  or  liquidation  of  the  Association,  or  a  sale  of  all 
its  assets  whether  voluntary  or  involuntary,  or  in  event  of  its  msolvency,  or  upon 
any  distribution  of  its  capital,  there  shall  be  paid  to  the  holders  of  the  preferred 
stock  the  amount  actually  paid  in  thereon  per  share  and  the  amount  of  all  unpaid 
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dividends  accrued  thereon,  before  any  sum  shall  be  paid  or  any  property  dis- 
tributed among  the  holders  of  stock  without  par  value.  After  the  payment  as 
aforesaid  to  the  holders  of  the  preferred  stock,  the  remaining  moneys  and  property 
of  the  Association  shall  be  divided  among,  and  paid  to,  the  holders  of  the  shares  of 
stock  without  par  value  in  proportion  to  the  votes  to  which  they  shall  then  be 
entitled  respectively. 

Fifth. — The  names  and  places  of  residence  of  each  of  the  original  subscribers 
to  the  capital  stock,  and  the  number  of  preferred  shares  subscribed  for  by  each, 
are  as  follows: 


Name 


Residence 


Gilbert  H.  Montague....    No.  152  East  37th  ^treet,  New  York  City,  N.  Y. 

Joseph  W.  Goodwin Church  Street,  Richmond  Hill,  N.  Y 

William  Herrmann No.  94  L'>icester  Street,  Port  Chester,  N.  Y 


Number  of 

preferred 

shares 


Four. 

Three. 

Three. 


Sixth. — The  Association  is  to  have  perpetual  existence. 

Seventh.— The  private  property  of  the  stockholders  shall  not  be  subject  to  the 
payment  of  corporate  debts  to  any  extent  whatever. 

Eighth. — The  number  of  Directors  of  the  Association  shall  be  fixed  by  the  By- 
Laws,  and  may  be  altered  from  time  to  time  as  may  be  provided  in  the  By-Laws. 
In  case  of  any  increase  in  the  Board  of  Directors,  the  additional  Directors  may  be 
elected,  as  provided  in  the  By-Laws,  by  the  Board  of  Directors,  or  at  any  meeting 
of  the  stockholders  entitled  to  vote.  The  Directors  shall  be  equally  divided,  as 
nearly  as  may  be,  into  three  classes;  the  term  of  office  of  those  of  the  first  class  to 
expire  at  the  annual  meeting  next  ensuing  their  election,  of  the  second  class  one 
year  thereafter,  of  the  third  class  two  years  thereafter,  and  at  each  annual  election 
held  after  such  classification  and  election  Directors  shall  be  chosen  for  a  full  term 
of  three  years  to  succeed  those  whose  terms  expire.  A  Director  need  not  be  a 
stockholder.  In  furtherance,  and  not  in  limitation,  of  the  powers  conferred  by 
statute,  thde  Board  of  Directors  is  expressly  authorized  to  make  and  alter  the 
By-Laws  of  the  Arisorciation. 

,   In  witness  whereof,  we  have  hereunto  set  our  hands  and  seals  this  6th  day  of 
December,  1918. 

Gilbert  H.  Montague     (Seal) 
Joseph  W.  Goodwin  (Seal) 

William  Herrmann  (Seal) 

State  of  New  York, 

County  of  New  York,  ss: 

Be  It  Remembered  that  on  this  6th  day  of  December,  1918,  personally  came 
before  me,  MAY  A.  DUVAL  a  Notary  Public  in  and  for  the  County  and  State 
aforesaid,  Gilbert  H.  Montague,  Joseph  W.  Goodwin,  and  William  Herrmann, 
parties  to  the  foregoing  Certificate  of  Incorporation,  to  me  known  and  known  to 
me  personally  to  be  such,  and  severally  acknowledged  the  said  .Certificate  to  be 
the  act  and  deed  of  the  signers  respectively,  and  that  the  facts  therein  stated  are 
truly  set  forth. 

Given  under  my  hand  and  seal  of  office  the  day  and  year  aforesaid. 

[seal]  May  A.  Duval, 

Notary  Public,  Kings  County  No.  81,  Certificate  filed  in  New  York  County  No.  212. 

Term  expires  March  30,  1920, 


Exhibit  No.  2106 
(Superseded  by  new  By-Laws  adopted  March  31,  1923) 

By-Laws  of  Copper  Export  Association 

article    I.    STOCKHOLDERS 

Section  1.  Place  of  Holding  Meetings. — All  meeting.s  of  the  stockholders  shall 
be  held  at  the  office  of  the  Association  in  the  City- of  New  York,  in  the  State 
of  Now  York. 

Section  2.  Voting — Limitations  of  Stockholders'  Rights. — Stockholders  shall  be 
entitled  to  vote  at  meetings  either  in  person  or  by  proxy  appointed  by  instrument 
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in  writing  subscribed  by  such  stockholder  or  by  such  stockholder's  duly  author- 
ized attorney. 

The  shares  of  stock  without  par  value  are  divided  into  different  classes  in 
respect  of  voting  powers,  as  follows:  Each  share  of  stock  without  par  value  shall 
constitute  a  separate  class,  the  holder  of  which  shall  be  entitled  at  any  meeting 
of  stockholders  of  the  Association  to  one  vote  in  person  or  by  proxy  for  each  Five 
hundred  (500)  tons  of  copper  production  of  such  holder,  as  estimated  by  the 
Board  of  Directors  for  the  last  preceding  twelve  months'  period  in  respect  of 
which  the  Board  of  Directors  by  resolution  shall  have  expressed  such  estimate; 
provided,  always,  that  upon  breach  of  any  of  the  provisions  of  such  holder's 
agreement  aforesaid  with  the  Association,  the  Board  of  Directors  by  resolution 
may,  and  upon  any  termination  or  cessation  of  said  agreement  shall,  declare 
forfeited  all  rights  of  such  holder  as  a  holder  of  stock  without  par  value  and 
declare  forfeited  to  the  Association  all  rights  of  such  holder  in  the  property  of 
the  Association  as  a  holder  of  stock  without  par  value,  whereupon  such  holder 
shall  forfeit  all  said  rights  as  aforesaid,  and  the  Board  of  directors  by  like  resolu- 
tion may  cancel  the  certificate  of  stock  without  par  value  standing  in  the  name  of 
such  holder,  and  such  stock  without  par  value  may  again  be  issued  in  the  manner 
set  forth  in  Article  VI,  Section  1  hereof;  and  provided,  always,  that  whenever 
and  so  often  as  there  shall  be  less  than  five  holders  of  stock  without  part  value 
entitled  to  vote  as  hereinbefore  provided,  the  holders  of  stock  without  par  value 
shall  have  no  vote  at  any  meeting  of  stockholders  of  the  Association  excepting, 
only,  in  proceedings  which  would  alter  or  change  any  preference  aff'ecting  the 
stock  without  par  value,  or  would  increase  or  decrease  the  amount  of  the  author- 
ized stock  without  par  value,  or  would  increase  or  decrease  the  par  value  thereof. 

The  holders  of  preferred  stock  shall  be  entitled  to  vote  in  any  proceedings  at 
any  meeting  of  stockholders  of  the  Association  which  would  alter  or  change  the 
preferences  given  to  or  affecting  the  preferred  stock,  or  would  increase  or  de- 
crease the  amount  of  the  authorized  preferred  stock,  or  would  increase  or  decrease 
the' par  value  thereof,  and  shall  also  be  entitled  to  vote  at  any  meeting  of  the 
stockholders  of  the  Association  whenever  and  so  often  as  there  shall  be  less  than 
five  holders  of  stock  without  par  value  entitled  to  vote  as  hereinbefore  provided; 
but  except  as  hereinbefore  provided,  the  holders  of  preferred  stock  shall  have  no 
vote. 

Section  3.  Quorum. — Any  number  of  stockholders,  present  or  represented  by 
proxy  at  any  meeting  duly  called,  who  together  hold  at  least  a  majority  of  the 
total  number  of  votes  entitled  to  be  cast  at  such  meeting,  shall  constitute  a  quorum 
for  the  transaction  of  business. 

Section  4.  Adjournment  of  Meetings. — If  less  than  a  quorum  shall  be  in  attend- 
ance at  the  time  for  which  the  meeting  shaU  have  been  called,  the  meeting  may, 
after  the  lapse  of  at  least  half  an  hour,  be  adjourned  from  time  to  time,  by  ma- 
jority vote  of  the  stockholders  present  or  represented,  and  entitled  to  vote,  for 
a  period  not  exceeding  one  month  at  any  one  time,  without  any  notice  other 
than  by  announcement  at  the  meeting,  until  a  quorum  shall  attend.  Any  meet- 
ing at  which  a  quorum  is  present  may  also  be  adjourned,  in  like  manner,  for  such 
time,  or  upon  such  call  as  may  be  determined  by  vote.  At  any  adjourned  meeting 
at  which  a  quorum  shall  attend,  any  business  may  be  transacted  which  might 
have  been  transacted  if  the  meeting  had  been  held  as  originally  called. 

Section  5.  Annual  Election  of  Directors. — The  annual  meeting  of  stockholders 
for  the  election  of  directors  and  the  transaction  of  other  business  shall  be  held 
on  the  second  Tuesday  of  May  in  each  year,  at  two  o'clock  in  the  afternoon.  If 
this  date  shall  fall  upon  a  legal  holiday,  the  meeting  shall  be  held  on  the  next 
succeeding  business  day.  At  each  annual  meeting,  the  stockholders  entitled  to 
vote  shall  elect  by  plurality  vote  by  ballot  directors  to  fill  the  expiring  terms, 
and  they  may  transact  such  other  corporate  business  as  shall  be  stated  in  the 
notice  of  the  meeting. 

Section  6.  Special  Meetings;  How  Called. — Special  meetings  of  the  stockholders 
for  any  purpose  may  be  called  by  the  Chairman  of  the  Board  of  Directors,  or  the 
President,  or  the  Secretary,  and  shall  be  called  upon  request  in  writing  therefor 
stating  the  purpose  thereof  and  delivered  to  the  Chairman  of  the  Board  of  Di- 
rectors, or  the  President,  or  the  Secretary,  and  signed  by  three  directors  or. by 
three  holders  of  stock  without  par  value,  or  upon  request  by  resolution  of  the 
Board  of  Directors. 

Section  7.  Manner  of  Voting  at  Stockholders'  Meetings. — At  all  meetings  of 
stockholders,  all  questions,  except  questions  the  manner  of  deciding  which  is 
specially  regulated  by  statute,  shall  be  determined  by  a  majority  of  all  the  votes 
cast  by.  the  stockholders  entitled  to  vote.  All  voting  shall  be  by  ballot,  and  each 
ballot  shall  state  the  name  of  the  stockholder  voting  and  the  number  of  votes 
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to  which  such  h(xlder  is  entitled  and  the  number  of  votes  each  holder  is  voting, 
and  if  such  ballot  be  cast  by  proxy,  such  ballot  shall  also  state  the  name  of  such 
proxy. 

Section  8.  Notice  of  Stockholders'  Meetings. — Written  notice,  stating  the  place 
and  time  of  the  meeting  and  the  general  nature  of  the  business  to  be  considered, 
shall  be  given  or  mailed  by  the  Secretary  to  each  stockholder  entitled  to  vote,  at 
his  last  known  post-oflBce  address,  at  least  five  days  before  the  meeting  in  the  case 
of  an  annual  meeting,  and  two  days  before  the  meeting  in  the  case  of  a  special 
meeting.  No  business  other  than  that  stated  in  the  notice  shall  be  transacted 
at  any  meeting  without  the  unanimous  consent  of  all  the  stockholders  present 
or  represented  thereat.  Notice  of  any  stockholders'  meeting  may  be  dispensed 
with  by  consent  of  all  the  stockholders  entitled  to  vote. 

ARTICLE    II.    DIRECTORS 

Section  1.  First  Meeting. — The  newly-elected  directors  shall  meet  as  soon  as 
possible  after  their  election  for  the  purpose  of  organization  and  the  transaction  of 
business,  and  no  notice  of  such  meeting  shall  be  necessary  to  them  in  order  to 
legally  constitute  the  meeting,  provided  a  majority  of  the  directors  elected  and  in 
office  shall  be  present.  After  each  annual  meeting  of  the  stockholders,  the  di- 
rectors shall  meet  as  soon  as  possible  for  the  purpose  of  organization  and  the 
transaction  of  business,  and  no  notice  of  such  meeting  shall  be  necessary  to  them 
in  order  to  legally  constitute  the  meeting,  provided  a  majority  of  the  directors 
elected  and  in  office  shall  be  present.  By  consent  of  all  the  directors  elected  and 
in  office,  the  time  of  such  first  meeting  may  be  otherwise  fixed. 

Section  2.  Election  of  Officers  and  Executive  Committee. — At  such  first  meeting, 
the  directors,  by  majority  vote  of  the  directors  present,  shall  elect  from  their  own 
number  a  Chairman  of  the  Board  of  Directors,  a  President,  a  First  Vice-President, 
a  Second  Vice-President,  and  an  Executive  Committee  of  ten  members,  of  which 
the  Chairman  of  the  Board  of  Directors,  the  President,  the  First  Vice-President, 
and  the  Second  Vice-President  shall  be  members  ex  officio,  and  shall  also  elect  a 
Treasurer  and  a  Secretary  who  need  not  be  directors.  Such  officers,  other  than 
the  Executive  Committee,  which  shall  hold  office  during  the  pleasure  of  the  Board 
of  Directors,  shall  hold  office  until  the  next  annual  election  of  officers  and  until 
their  successors  are  elected  and  qualify.  In  case  any  such  officers  shall  not  be 
elected  at  such  first  meeting,  they  may  be  elected  at  any  subsequent  meeting  of 
directors  called  for  the  purpose.  The  Board  may  also,  from  time  to  time,  appoint 
such  additional  Vice-Presidents  as  it  may  deem  necessary,  who  need  not  be  mem- 
bers of  the  Board,  with  such  powers  and  duties  as  the  Board  may  prescribe,  and 
to  hold  office  during  the  pleasure  of  the  Board. 

Section  3.  Regular  Meetings. — Regular  meetings  of  the  directors  may  be  held 
without  notice  at  such  places  and  tiines  as  shall  be  determined  from  time  to  time 
by  resolution  of  the  directors. 

Section  4.  Special  Meetings:  How  Called:  Notice.— On  the  written  request  of 
any  two  directors,  special  meetings  of  the  directors  may  be  called  by  the  Chairman 
of  the  Board  of  Directors,  or  the  President,  or  by  the  Secretary,  on  one  day's 
notice  to  each  director.  Notice  of  any  special  meeting  of  the  directors  may  be 
dispensed  with  by  consent  of  aU  the  directors  elected  and  in  office. 

Section  5.  Number  and  quorum. — The  number  of  directors  shall  be  twenty-five. 
The  Directors  shall  be  equally  divided,  as  nearly  as  may  be,  into  three  classes; 
the  term  of  office  of  those  of  the  first  class  to  expire  at  the  annual  meeting  next 
ensuing  their  election,  of  the  second  class  one  year  thereafter,  of  the  third  class 
two  years  thereafter,  and  at  each  annual  election  held  after  such  classification 
and  election  Directors  shall  be  chosen  for  a  full  term  of  three  years  to  succeed 
those  whose  terms  expire.  A  majority  of  the  Directors  elected  and  in  office  ^all 
constitute  a  quorum  of  the  Board  of  Directors  for  the  transaction  of  business. 
Directors  need  not  be  stockholders. 

Section  6.  Place  of  Meeting. — The  directors  may  hold  their  meetings,  and  have 
one  or  more  offices,  and  keep  the  books  of  the  Association,  outside  the  State  of 
Delaware,  at  any  o.ffice  or  offices  of  the  Association,  or  at  any  other  place,  as  they 
may  from  time  to  time  by  resolution  determine,  provided,  however,  that  a  dupli- 
cate stock  ledger  shall  always  be  kept  at  the  principal  office  of  the  Association  in 
Delaware.  ^ 

Section  7.  General  Powers  of  Directors. — The  Board  of  Directors  shall  have 
the  management  of  the  business  of  the  Association,  and  subject  to  the  restrictioag- 
imposed  by  law,  by  the  Certificate  of  Incorporatibn,  and  by  these  By-Laws  may 
exercise  all  the  powers  of  the  Association. 
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Section  8.  Specific  Powers  of  Directors. — Without  prejudice  to  such  general 
powers,  it  is  hereby  expressly  declared  that  the  directors  shall  have  the  following 
powers,  to  wit: 

(1)  to  adopt  and  alter  a  common  seal  of  the  Association; 

(2)  to  make  and  change  regulations,  not  inconsistent  with  these  By-Laws,  for 
the  management  of  the  Association's  business  and  affairs; 

(3)  to  purchase  or  otherwise  acquire  for  the  Association  any  property,  rights 
or  privileges  which  the  Association  is  authorized  to  acquire; 

(4)  to  pay  for  any  property  purchased  for  the  Association  either  wholly  or 
partly  in  money,  stock,  bonds,  debentures  or  other  securities  of  the  Association; 

(5)  to  borrow  money  and  to  make  and  issue  notes,  bonds  and  other  negotiable 
and  transferable  instruments,  mortgages,  deeds  of  trust  and  trust  agreements,  and 
to  do  every  act  and  thing  necessary  to  effectuate  the  same; 

(6)  to  remove  any  officer  other  than  director  for  cause,  or  any  such  officer 
other  than  the  Chairman  of  the  Board  of  Directors,  the  President,  the  First 
Vice-President,  or  the  Second  Vice-President  summarily  without  cause,  and  in 
their  discretion,  from  time  to  time,  to  devolve  the  powers  and  duties  of  any  officer 
upon  any  other  person  for  the  time  being; 

(7)  to  appoint  and  remove  or  suspend  such  subordinate  officers,  managers, 
agents  or  assistants  as  they  may  deem  necessary,  and  to  determine  their  duties, 
and  to  fix  and  from  time  to  time  change  their  salaries  or  remuneration',  and  to 
require  security  as  and  when  they  think  fit; 

(8)  to  confer  upon  any  officer  of  the  Association  the  power  to  appoint,  remove 
and  suspend  subordinate  officers,  managers,  agents  and  assistants; 

(9)  to  determine  who  shall  be  authorized  on  the  Association's  behalf  to  make 
and  sign  bills,  notes,  acceptances,  endorsements,  checks,  releases,  receipts,  con- 
tracts and  other  instruments; 

(10)  to  determine  who  shall  be  entitled  to  vote  in  the  name  and  behalf  of  the 
Association  upon  any  shares  of  stock,  bonds,  or  other  securities  of  other  corpora- 
tions held  by  the  Association,  and  to  assign  or  transfer  the  same; 

(11)  to  call  special  meetings  of  the  stockholders  for  any  purpose  or  purposes; 

(12)  to  delegate  any  of  the  powers  of  the  Board  of  Diiectors  in  relation  to  the 
ordinary  business  of  the  Association  to  any  standing  or  special  committee,  or  to 
any  officer,  subordinate  officer,  manager,  agent,  or  assistant,  with  or  without 
power  to  sub-delegate,  and  upon  such  terms  as  the  Board  think  fit. 

Section  9.  Estimate  of  Number  of  Tons  of  Copper  Production. — rin  April  of 
each  year,  on  or  before  the  15th  day  of  said  month,  and  at  such  other  times  as  the 
Board  of  Directors  shall  see  fit,  the  Board  of  Directors  shall  estimate  the  number 
of  tons  of  copper  production  of  each  holder  of  stock  without  par  value  during  tlie 
twelve  last  preceding  calendar  months'  period,  and  the  President  shall  certify  a 
list  of  such  stockholders  entitled  to  vote  at  stoockholders'  meetings  and  the  nuir 
ber  of  votes  to  which  each  of  such  stockholders  is  entitled. 

Section  10.  Compensation  of  Directors. — Directors  shall  not  receive  any  stated 
salary  for  their  services  as  directors,  but  by  resolution  of  the  Board  of  Directors  a 
fixed  fee  and  expenses  Of  attendance  may  be  allowed  for  attendance  at  each 
meeting  of  the  Board  of  Directors  and  of  the  Executive  Committee.  Nothing 
herein  contained  shall  be  construed  to  preclude  any  director  from  serving  the 
Association  in  any  other  capacity  as  an  officer,  subordinate  officer,  manager, 
agent,  assistant  or  otherwise,  and  receiving  compensation  therefor. 

article  III.    EXECUTIVE  COMMITTEE 

Section  1.  Powers. — During  the  intervals  between  the  meetings  of  the  Board 
of  Directors,  the  Executive  Committee  ?hall  have  and  may  exercise  all  the  powers 
of  the  directors  in  the  management  of  the  business  and  affairs  of  the  Association, 
including  power  to  authorize  the  seal  of  the  Association  to  be  affixed  to  any  papers 
that  may  require  it,  according  as  the  Executive  Coinmittee  shall  deem  best  for  the 
interests  of  the  Association,  unless  otherwise  specifically  directed  by  the  Board  of 
Directors.  The  Executive  Committee  may  make  its  own  rules  or  procedure,  and 
shall  meet  where  and  as  provided  by  such  rules  or  by  a  resolution  of  the  Executive 
Committee.  A  majority  of  the  members  of  the  Executive  Committee  shall 
constitute  a  quorum  of  the  Executive  Committee. 

article  IV.  officers 

Section  1.  The  officers  of  the  Association,  other  than  the  members  of  the 
Board  of  Directors*  and  the  Executive  Committee,  shall  consist  of  a  Chairman  of 
the  Board  of  Directors,  a    President,    a   First  Vice-President,  a  Second  Vice- 
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President,  a  Secretary,  a  Treasurer,  and  such  additional  Vice-Presidents  with 
such  powers  as  the  Board  may  appoint.  One  person  may  hold  the  offices  of 
Secretary  and  Treasurer,  or  Vice-President  and  Secretary,  or  Vice-President  and 
Treasurer. 

Section  2.  Chairman  of  the  Board  of  Directors. — The  Chairman  of  the  Board  of 
Directors  shall  preside  at  all  meetings  of  the  Board  of  Directors  and  shall  perform 
all  the  executive  duties  usually  appertaining  to  the  office  of  Chairman,  or  which 
may  be  assigned  to  him  from  time  to  time  by  the  Board  of  Directors  or  Executive 
Committee. 

Section  3.  President. — The  President  shall  preside  at  all  meetings  of  the  stock- 
holders and  of  the  Executive  Committee,  and  shall  discharge  all  other  executive 
duties  usually  appertaining  to  the  office  of  President,  or  which  may  be  assigned  to 
him  from  time  to  time  by  the  Board  of  Directors  or  the  Executive  Committee. 

Section  4.  Vice-Presidents. — The  Vice-Presidents,  other  than  the  additional 
Vice-Presidents  herein  provided  for,  shall  in  the  order  of  thtir  election  be  vested 
with  all  the  powers  and  shall  perform  all  the  duties  ot  the  President  in  the  absence 
or  disability,  of  the  latter,  unless  or  until  the  directors  shall  otherwise  determine. 
They  shall  have  such  other  powers  and  perform  such  other  duties  as  may  from  time 
to  time  be  assigned  to  them  by  the  Board  of  Directors. 

Section  5.  Secretary. — The  Secretary  shall  give,  or  cause  to  be  given,  subject 
to  the  provisions  of  Article  I  Section  8  and  Article  II,  Sections  3  and  4  hereof, 
notice  of  all  meetings  of  stockholders  and  directors,  and  all  other  notices  required 
by  law  or  by  these  By-Laws,  and  in  case  of  his  absence  or  refusal  or  neglect  so  to 
do,  any  such  notice  may  be  given  by  any  person  thereunto  directed  by  the  Presi- 
dent, or  by  the  directors  or  stockholders  upon  whose  request  the  meeting  is  called 
as  provided  in  these  By-Laws.  The  Secretary  shall  record  all  the  proceedings  of 
the  meetings  of  the  Association  and  of  the  directors  in  books  to  be  kept  for  that 
purpose,  and  shall  perform  such  other  duties  as  may  from  time  to  time  be  assigned 
to  him  by  the  directors  or  the  President.  He  shall  have  the  custody  of  the  seal  of 
the  Association,  and  shall  affix  the  same  to  aU  instruments  requiring  it,  when 
authorized  by  the  directors  or  the  President  and  attest  the  same.  He  shall  be 
sworn  to  the  faithful  discharge  of  his  duties. 

Section  6.  Treasurer. — The  Treasurer  shall  have  the  custody  of  aU  funds, 
securities,  evidences  of  indebtedness  and  other  valuable  documents  of  the  Asso- 
ciation. He  shaU  receive  and  give  or  cause  to  be  given  receipts  and  acquittances 
for  moneys  paid  in  on  account  of  the  Association,  and  shall  pay  out  of  the  funds  on 
hand  aU  just  debts  of  the  Association  of  whatever  nature  upon  maturity  of  the 
same.  He  shall  enter  or  cause  to  be  entered  in  books  of  the  Association  to  be  kept 
for  that  purpose  full  and  accurate  accounts  of  all  moneys  received  and  paid  out  on 
account  of  the  Association,  and  whenever  req'uired  by  the  President  or  the  direc- 
tors he  shall  render  a  statement  of  his  cash  accounts.  He  shall  keep  or  catise  to  be 
kept  such  other  books  as  will  show  a  true  record  of  the  expenses,  losses,  gaine, 
assets  and  liabilities  of  the  Association.  He  shall,  unless  otherwise  determined 
by  the  directors,  have  charge  of  the  original  stock  books,  transfer  books  and  stoek 
ledgers  and  act  as  transfer  agent  in  respect  of  the  stock  and  securities  of  the 
Association,  and  perform  aU  other  duties  incident  to  the  office  of  Treasurer.  He 
shall,  if  BO  directed  by  the  Boaid  of  Directors,  give  the  Association  a  bond  for  the 
faithful  discharge  of  his  duties  in  such  amount  and  with  such  surety  as  the  Board 
of  Directors  shaU  prescribe. 

ABTICLB    V.    BESIGNATIONS :    FILLING    OP    VACANCIES:    INCRBAeE    OP    NUMBEB    OP 

DIRECTORS 

Section  1.  Resignation. — Any  officer,  director,  or  member  of  a  committee  may 
resign  at  any  time.  Such  resignation  shall  be  made  in  writing  and  shaU  take 
efiFect  at  the  time  specified  therein,  and  if  no  time  be  specified,  at  the  tjme  of  its 
receipt  by  the  ^President  or  Secretary.  The  acceptance  of  a  resignation  shall  not 
be  necessary  to  make  it  effective. 

Section  2.  Filling  of  Vacancies. — If  the  place  of  any  officer,  director,  or  member 
of  a  committee  becomes  vacant,  or  if  the  office  of  any  officer,  director  or  member  of 
committee  shall  be  vacant  by  reason  of  no  previous  election  or  appointment  of  any 
person  thereto,  the  directors  elected  and  in  office,  although  less  than  a  quorum,  may 
appoint  any  qualified  person  to  fill  such  vacancy,  who  shall  hold  office  for  the 
unexpired  term  and  until  his  successor  shall  be  duly  chosen. 
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ARTICLE  VI.  CAPITAL  STOCK 

Section  1.  Issue  of  Certificates  of  Stock. — The  President  shall  cause  to  be  Issued 
to  each  stockholder  one  or  more  certificates,  under  the  seal  of  the  Association, 
signed  by  the  President  or  one  of  the  Vice-Presidents  and  the  Treasurer  (ft- Secre- 
tary certifying  the  number  of  shares  owned  by  him  in  the  Association.  The 
shares  of  stock  without  par  value  shall  be  issued  fully  paid  and  nonassessable,  for 
such  consideration  not  exceeding  One  Dollar  ($1.00)  per  share  as  may  from  time  to 
time  be  fixed  by  the  Board  of  Directors,  and  shall  be^issued  to,  and  may  be  acquired 
by,  such  persons,  firms  or  corporations  only  as  shall  have  executed  agreements 
with  the .  Association  appointing  the  Association  their  exclusive  agent  for  the 
export  sale  of  all  their  unmanufactured  metallic  copper.  No  person,  firm  or  cor- 
poration shall  be  entitled  to  hold  n^iore  than  one  share  of  stock  without  par  value. 

Section  2.  Transfer  of  Preferred  Shares. — The  shares  of  preferred  stock  of  the 
AsAociation  shall  be  transferable  only  upon  its  books  by  the  holders  thereof  in 
person  or  by  their  duly  authorized  attorneys  or  legal  representatives,  and  upon 
such  transfer  the  old  certificates  shall  be  surrendered  to  the  company  by  the 
delivery  thereof  to  the  person  in  charge  of  the  stock  and  transfer  books  and 
ledgers,  or  to  such  other  person  as  the  directors  may  designate,  by  whom  they 
shall  be  cancelled,  and  new  certificates  shall  thereupon  be  issued.  A  record  shall 
be  made  of  each  transfer,  and  a  duphcate  thereof  mailed  to  the  Delaware  office, 
and  whenever  a  transfer  shall  be  made  for  collateral  security,  and  not  absolutely, 
it  shall  be  so  expressed  in  the 'entry  of  the  transfer. 

Section  3.  ^Dividends  Upon  Preferred  Shares. — The  directors,  as  and  when  they 
deem  expedient,  may  declare  dividends  upon  the  shares  of  preferred  stock  of  the 
Association  out  of  any  and  aU  surplus  or  net  profits  arising  from  the  business  of  the 
Association,  at  the  rate  of  seven  (7)  per  centum  per  annum,  and  no  more,  upon  the 
afnount  actually  paid  in  on  each  share  of  preferred  stock.  Before  declaring  any 
(iividend  there  may  be  reserved  out  of  the  accumulated  profits  such  sutn  or  sums 
as  the  directors  from  time  to  time  in  their  discretion  think  proper  as  a  reserve  fund 
to  meet  contingencies,  or  for  such  other  purposes  as  th^  directors  shall  think 
conducive  to  the  interesta^of  the  Association.  The  directors  may  close  the  transfer 
books  for  not  exceeding  twenty  days  next  preceding  the  day  appointed  for  the 
payment  of  any  dividend. 

Section  4.  No  Dividends  upon  Shares  without  Par  Value. — No  dividends,  except 
on  dissolution  of  the  Association,  shall  be  declared  or  paid  upon  the  shares  of  stock 
without  par  value. 

article    VII.    MISCELLANEOUS    PROVISIONS 

Section  1.  Fiscal  Year. — The 'fiscal  year  of  the  Association  shall  be  the  calendar 
year. 

Section  2.  Offices. — The  principal  office  of  the  Association  shall  be  established 
and  maintained  at  the  office  of  the  United  States  Corporation  Company,  at  No.  311 
South  State  Street,  in.  the  City  of  Dover,  in  the  County  of  Kent,  in  the  State  of 
Delaware,  and  said  company  shall  be  the  resident  agent  of  the  Association  in 
charge  thereof.  A  duplicate  stock  ledger  shall  be  kept  at  such  office.  An  office 
of  the  Association  shall  also  be  established  and  maintained  in  the  City  of  New 
York,  in  the  State  of  New  York. 

Section  3.  Notice  and  Waiver  of  Notice. — Whenever  any  notice  is  required  by 
these  By-Laws  to  be  given,  personal  notifce  is  not  meant  unless  expressly  so 
stated;  and  any  notice  so  required  shall  bei  deemed  to  be  sufficient  if  given  by 
depositing  the  same  in  a  post-office  box  in  a  sealed  post-paid  wrapper,  addressed  to 
the  person  entitled  thereto  at  his  last  known  post-office  address,  and  such  notice 
shall  be  deemed  to  have  been  given  on  the  day  of  such  mailing.  Any  notice 
required  to  be  given  under  these  By-Laws  may  be  waived  by  the  person  entitled 
thereto. 

Section  4.  Dissolution  or  Liquidation. — In  the  event  of  the  dissolution  or  liqui- 
<lation  of  the  Association,  or  a  sale  of  aU  itrassets  whether  voluntary  or  inyoluntary, 
or  in  event  of  its  insolvency,  or  upon  any  distribution  of  its  capital,  there  shall  be 
■  paid  to  the:holders  of  (he  preferred  stock  the  amount  actually  paid  in  thereon  per 
share  and  the  amount  of  all  unpaid  dividends  accrued  thereon,  before  any  sum 
shall  be  paid  or  any  propeirty  distributed  among  the  holders  of  stock  without  par 
value.  ^  After  the  payment  as  aforesaid  to  the  holders  of  the  preferred  stock,  the 
remaining  moneys  and  property  of  the  Association  shall  be  divided  among,  an^ 
paid  to,  the  holders  of  the  shares  of  stock  without  par  value  in  proportion  to  the 
votes  to  which  they  shall  then  be  entitled  respectively. 
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ARTICLE    VIII.    AMENDMENTS 

Section  1.  Amendment  of  By-Laws. — The  stockholders  entitled  to  vote,  as 
provided  in  Article  I,  Section  2,  or  the  Board  of  Directors,  may  at  any  meeting 
amend  or  alter  or  repeal  any  of  these  By-Laws. 


Exhibit  NC.  2107 

Agreement  Between and  Coppeb  Export  Association,  Inc. 

Agreement,  made  this  day  of  ,  in  the  year  nineteen  hundred 

and  between 

a  corporation  organized  and  existing  under  the  laws  of  (hereinafter 

called  "Producer"),  and  Copper  Export  Association,  Inc.,  a  corporation 
organized  and  existing  under  the  laws  of  the  State  of  Delaware  (hereinafter  called 
"Association") : 

Whereas,  the  Association  was  organized  to  enable  all  the  members  thereof,  by 
executing  agreements  indentical  herewith,  to  cooperate  with  one  another  solely 
in  export  trade,  in  accordance  with  the  Act  of  Congress  entitled  "An  Act  to  pro- 
mote export  tfade,  and  for  other  purposes,"  approved  April  10,  1918,  commonly 
known  as  the.  "Webb  Act,"  and  any  Acts  amendatory  thereof  or  supplementary 
theretOj  and  any  and  aU  lawful  orders  and  regulations  of  the  Federal  Trade  Com- 
mission thereunder;  and 

Whereas,  the  Association  proposes,  after  providing  tor  its  necessary  and  reason- 
able expenses,  to  earn  no  profits  in  excess  of  the  dividend  requirements  on  its  out- 
standing paid-in  preferred  stock,  and  to  enable  all  the  members  thereof  to  obtain, 
in  their  trade  and  commerce  in  exports  from  the  United  States  to  foreign  nations, 
the  benefits  of  cooperation  intended  by  said  Act  of  Congress;  and 

Whereas,  the  Producer  desires  to  become  a  member  of  the  Association,  and  to 
cooperate  as  aforesaid  with  all  the  other  members  thereof,  in  the  manner  set  forth 
in  the  Certificate  of  Incorporation  and  the  By-Laws  of  the  Association  and  upon 
the  terms  hereinafter  set  forth: 

Now  therefore,  it  is  agreed  between  the  parties  hereto,  as  follows: 

First.— The  term  "copper,"  wherever  used  herein,  shall  be  deemed  to  include 
all  unmanufactured  metallic  copper. 

The  term  "export  copper,"  wherever  used  herein,  shall  be  deemed  to  mean 
copper  which  is  for  export,  or  is  to  be  exported,  or  is  in  the  course  of  being  exported, 
or  has  been  exported,  from  the  United  States  or  any  territory  thereof,  to  any  foreign 
nation. 

The  term  "all  the  members,"  wherever  used  herein,  shall  be  deemed  to  mean  all 
those,  including  the  Producer,  who  shall  have  executed  agreements  with  the 
Association  identical  herewith. 

The  term  "Producer's  export  copper,"  wherever  used  herein,  shall  be  deemed  to 
mean  all  export  copper  the  sale  or  disposition  of  which  is  controlled  by  the  Pro- 
ducer; and  the"  term  "all  the  member;?'  export  copper,"  wherever  used  herein, 
shall  be  deemed  to  mean  all  export  copper  the  sale  or  disposition  of  which  is 
controlled  by  all  the  members  respectively;  and  the  term  "Producer's  copper 
production,"  wherever  used  herein,  shall  be  deemed  to  include  all  copper  the  sale 
or  disposition  of  which  is  controlled  by  the  Producer;  and  the  term  "all  the 
members'  copper  production,"  wherever  used  herein,  shall  be  deemed  to  mean  all 
copper  the  sale  or  disposition  of  which  is  controlled  by  all  the  members  respectively. 

The  term  "export  deliveries,"  wherever  used  herein,  shall  be  deemed  to  mean 
export  copper  sold  and  actually  delivered  on  dock  or  lighter  at  United  States 
seaboard,  or  on  carrier,  consigned  to  a  destination  beyond  United  States  inter- 
national boundary. 

The  term  "Producer's  export  quota,"  wherever  used  herein,  shall  be  deemed  to 
be  the  value  of  thie  Producer's  export  deliveries  if  the  Producer's  export  deliveries 
were  all  sold  at  a  price  equal  to  the  average  of  the  prices  at  which  all  the  members' 
export  deliveries  were  sold,  computing  such  prices  on  the  basis  of  f .  o.  b.  dock  or 
lighter  at  United  States  seaboard,  with  such  adjustments  in  respect  of  special 
shapes  or  special  deliveries  ais  the  Association,  in  its  discretion,  may  from  time  to 
time  make. 

Second. — Beginning  at  the  date  of  this  Agreement  and  ending  December  31, 
1940,  subject,  however,  to  the  provisions  of  paragraph  "Tenth"  hereof,  .the  Pro- 
ducer shall  not  sell  any  export  copper  whatsoever  exempt  through  the  Ai^ciation 
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in  the  manner  hereinafter  set  forth,  and  the  Association  shall  act  as  the  exclusive 
agciil  for  the  Producer  for  the  sale  of  all  the  Producer's  export  copper,  and  the 
Producer  shall,  at  the  prices  contracted  for  by  the  Association,  but  on  terms  of 
payment  approved  by  the  ProduQcr,  accept  and  fully  carry  out  all  orders  fqr  export 
copper  which  the  Association  shall  have  allotted  to  the  Producer  in  the  manner 
hereinafter  set  forth.  The  Producer  may,  however,  at  its  own  expense,  maintain 
its  own  selling  representatiites,  and  sell  export  copper  to  customers  direct,  but  such 
sales  shall  only  be  at  prices  and  on  terms  approved  by  the  Association,  and  shall 
oe  immediately  reported  by  the  Prodcuer  to  the  ^ Association,  and  shall,  for  aU 
purposes  of  this  Agreement,  be  deemed  to  be  orders  allotted  by  the  Association 
to  the  Producer,  and,  when  delivered  as  aforesaid,  to  be  export  deliveries  of  the 
producer.  If  the  Producer's  sales  of  export  copper,  in  any  one  month,  shall  exceed 
its  aUotment  for  tliat  month,  the  sa&ie  shall  be  adjusted  to  the  basis  of  the  allot- 
ment made  to  it  for  that  month. 

Third. — At  the  date  of  this  Agreement  and  thereafter  on  or  before  the  10th 
day  of  each  month,  the  Producer  shall  render  a  statement  to  the  Association,  in 
such  detail  as  the.  Association  shaU  prescribe,  showing  (1)  the  Producer's  copper 
production  during  the  preceding  calendar  month,  and  (2)  all  the  Producer's 
export  deliveries  during  the  preceding  calendar  month,  and  (3)  the  Producer's 
copper  production,  as  nearly  as  the  Producer  can  estimate  it,. for  the  third  suc- 
ceeding calendar  month,  and  (4)  the  Producer's  copper  available  "for  sale  through 
'  the  Association,  as  nearly  as  the  Producer  can  estimate  it,  for  the  third  succeeding 
calendar  month,  and  (5)  such  other  information  regarding  export  business  as 
the  Association,  in  its  discretion,  shall  from  tirhe  to  time  request.  The  statement 
so  to  be  rendered  at  the  date  of  this  Agreement  shall  also  show  (6)  the  Producer's 
copper  production,  as  nearly  as  the  Producer  can  estimate  it,  for  the  current 
calendar  month  and  for  each  of  the  two  succeeding  calendar  months,  and  (7)  the 
Producer's  copper  available  for  sale  through  the  Association,  as  nearly  as  the 
Producer  can  estimate  it,  for  the  current  calendar  month  and  for  each  of  the  two 
succeeding  calendar  months.  The  Association  shall  procure  orders  for  export 
copper  upon  such  terms  as  it  fehaU  deem  most  advantageous,  and  shall  allot  its 
orders  among  all  the  members  in  proportion  as  nearly  as  possible  to,  but  not  in 
excess  of,  their  respective  copper  available  for  sale  through  the  Association  as 
theretofore  estimated  by  them  as  aforesaid,  and  so  far  as  the  Association  consist- 
ently can,  in  such  allotment,  it  shall  domply  with  the  reasonable  requests  of  the 
Producer  in  respect  oif  allotting  to  the  Producer  orders  from  the  Producer's  former 
customers.  On  or  before  the  25th  day  of  each  month,  the  Association  shall  render 
a  statenoient  to  the  Producer  showing  the  orders  for  export  copper  allotted  by  the 
Association  to  the  Producer  for  each  of  the  three  succeeding  calendar  months.  If 
the  orders  so  allotted  by  the  Association  to  the  Producer,  for  the  calendar  month 
next  succeeding  the  rendition  of  such  statement,  shall  be  less  than  the  Producer's 
copper  available  for  sale  through  the  Association  for  such  month  as  theretofore 
estimated  by  the  Producer  as  aforesaid,  the  Producer,  at  any  time  after  the  rendi- 
tion 0^  such  statement,  and  upon  notifying  the  Association  in  writing,  shaU  be 
free  td^sell  or  dispose  of  such  surplus  in  any  manner,  subject,  always,  to  the  pro- 
visions of  paragraph  "Second"  hereof. 

Fourth. — From  time  to  time  the  Board  of  Directors  of  the  Association  by 
resolution  shall  determine  the  monthly  sum  that  shall,  in  their  opinion,  be  requis- 
ite to  provide  for  the  necessary  and  reasonable  expenses  of  the  Association  and  the 
dividend  requirements  on  its  outstanding  paid-in  preferred  stock,  which  monthly 
sum  shall  be  assessed  against  all  the  members  pro  rata  according  to  their  respective 
export  deliveries  for  said  month.  On  or  before  the  15th  day  of  each  month,  the 
Association  shall  render  a  statement  to'  the  Producer  showing  the  Producer's 
export'quota  for  the  last  preceding  calendar  month.  The  Association  shall  debit 
the  Producer  in  said  statement  with  the  assessment  against  the  Producer  for 
said  month.  If  during  said  month  the  value  of  the  Producer's  export  deliveries, 
at.  the  prices  cohtracted  therefor  by  the  Association,  shall  have  exceeded  the 
Producer's  expbrt  quota,  the  Association  shall  also  debit  the  Producer  in  said 
statement  with  the  amount  of  such  excess.  If  during  said  month  the  Producer 
shall  have  become  liable  to  the  Association  on  account  of  any  of  the  Producer's 
obligations  "to  the  Association  hereunder,  the  Association  shall  also  debit  the 
Producer  in  said  statement  with  the  amount  of  such  liability.  If  during  said 
month  the  value  of  the  Producer's  export  deliveries,  at  the  prices  contracted 
therefor  by  the  Association,  shall  have  been  less  than  the  Producers'  export 
quota,  the  Association  shall  credit  the  Producer  in  said  stateraept  with  such  differ- 
ence. Within  five  days  after  the  rendition  of  said  statement  the  Producer  shall 
pay  to  the  Association  the  excess,  if  any  there  be,  of  the  debits  over  the  credits 
shown  therein;  and  within  twenty  days  after  the  rendition  of  said  statement 
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the.  Association  shall  pay  to  the  Producer  the  excess,  if  any  there  be,  of  the  credits 
over  the  debits  shown  therein. 

Fifth. —  Upon  breach  of  any  of  the  provisions  of  this  Agreement  by  the  Pro- 
ducer, the  Board  of  Directors  of  the. Association  by  rejsolution  may,  and  upon  any 
termination  or  cessation  of  this  Agreement  shall,  declare  forfeited  all  rightb  of  the 
Producer  as  a  holder  of  stock  of  the  Association  without  par  value,  and  declare 
forfeited  to  the  Association  all  rights  of  the  Producer  as  a  holder  of  said  stock  in 
the  property  of  the  Association,  whereupon  the  Producer  shall  forfeit  all  said 
rights  as  aforesaid,  and  said  Board  of  Directors  by  like  resolution  may  cancel 
the  certificate  of  said  stock  standing  in  the  name  of  the  Producer  and  said  stock 
may  be  again  issued  as  the  Association  sees  fit. 

Sixth. — On  or  before  the  15th  day  of  February  of  each  year,  the  Association 
shall  render  an  account  to  the  Producer  showing  the  operations  of  the  Association 
during  the  preceding  calendar  year.  From  the  net  amount  resulting  from  such 
operations  during  said  year,  after  providing  for  the  Association's  necessary  and 
reasonable  expenses,  the  Association  shall  retain  an  amount  suflScient  to  pay  the 
dividend  requirements  on  its  outstanding  paid-in  preferred  stock.  The  balance 
remaining,  if  any  there  be,  shall  be  credited  to  all  the  members  pro  rata  according 
to  their  respective  assessments  for  said  year  as  a  refund  on  said  assessments. 
The  Association  shall  pay  to  the  Producer  the  amount  of  such  refund  within 
five  days  after  the  rendition  of  said  account. 

Seventh. — Each  party  hereto  shaU  keep  full  and  accurate  books  and  records 
with  reference  to  copper  production,  sales,  export  deliveries  and  all  other  trans- 
.  actions  hereunder,  and  such  books  and  records,  together  with  all  orders  and  con- 
tracts relating  to  export  copper,  shall  at  all  reasonable  times  in  business  hours 
be  open  to  the  confidential  inspection  of  certified  public  accountants  designated 
and  employed  by  both  the  parties  hereto,  or  of  representatives  mutually  agreed 
upon,  so  far  as  may  be  necessary  for  the  purpose  of  verifying  the  statements  to 
be  rendered  under  this  Agreement. 

Eighth. — If  any  controversy  shall  arise  hereunder  between  the  parties  hereto, 
such  controversy  shall  be  submitted,  at  the  written  request  of  either  party,  to 
three  arbitrators,  appointed  as  hereinafter  provided,  who  shall  have  power  to 
decide  such  controversy.  The  party  so  requesting  the  submission  of  such  con- 
troversy to  arbitrators  shall,  in  his  written  request  therefor,  appoint  one  of  said 
arbitrators.  Within  twenty  days  after  the  delivery  of  said  request,  the  other 
party  shall  appoint  one  of  said  arbitrators ;  and  if  such  other  party  shall  not  make 
such  appointment  within  said  twenty  days,  the  party  making  such  request  may 
appoint  the  arbitrator  which  the  party  so  failing  to  appoint  would  otherwise 
have  been  entitled  to  appoint.  The  two  arbitrators  so  appointed  shall  appoint 
the  third  arbitrator;  but  in  case  of  their  failure  to  agree  the  third  arbitrator  shall 
be  Appointed  by  the  then  Chairman  of  the  Federal  Trade  Commission.  Said 
three  arbitrators  shall  each  have  one  vote  upon  all  matters.  Nq  person  who  has 
at  any  time  been  a  director,  officer  or  employee  of  either  of  the  parties  may  be 
appointed  an  arbitrator.  Both  parties  shall  be  entitled  to  be  heard  before,  and 
to  submit  testimony  to,  the  arbitrators,  who  shall  also  have  power  to  examine 
the  books  and  records  of  the  parties  hereinbefore  provided  for  in  this  Agreement, 
and  to  take  any  testimony  they  may  desire.  The  expense  of  any  arbitration 
hereunder  shall  be  borne  by  the  losing  "party  or  apportioned  among  the  parties 
as  the  arbitrators  may  direct.  Action  by  any  two  votes  of  the  arbitrators  shall 
be  deemed  the  action  of  the  arbitrators  for  all  the  purposes  of  such  submKsion, 
and  shall  be  final  and  binding  upon  both  of  the  parties. 

Ninth. — Performance  by  the  parties  hereto  of  their  respective  obligations 
hereunder  shaU  be  subject  to  delays  resulting  from  strikes,  fires,  floods,  explosions, 
unavoidable  accidents,  wars,  insurrections,  acts  of  God 'or  the  public  enemy, 
Governmental  demands,  regulations  or  requirements,  shortage  of  cars  or  motive 
power  or  any  other  traffic  interruption,  shortage  of  fuel,  or  restraint  by  injunction 
or  other  legal  process  from  which  relief  cannot  reasonably  be  obtained  by  giving 
security  or  other  procedure.  Performance  by  the  Association  of  its  obligations 
hereunder  in  respect  of  any  payment  to  the  Producer  shall  also  be  subject  to 
delays  resulting  from  any  violation  of,  or  excusing  cause  under,  any  contract 
upon  which  the  Association  shall  have  depended  to  obtain  the  means  of  such 
payment,  or  any  other  cause  whatsoever  which,  being  beyond  the  Association's 
c6ntrol,  shall  disable  the  Association  from  making  such  payment.  Performance 
by  the  Producer  of  its  obligations  hereunder  in  respect  of  accepting  and  carrying 
out  orders  for  the  Producer's  export  copper  contracted  for  by  the  Association 
shall  also  be  subject  to  delays  resulting  from  any  violation  of,  or  excusing  cause 
under,  any  contract  upon  which  the  Producer  shall  have  depended  to  obtain  such 
eopper,  or  any  other  cause  whatsoever  which,  being  beyond  the  Producer's 
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control,  shall  disable  the  Producer  from  shipping  or  delivering  the  Producer's 
export  copper  so  contracted  for.  If  disabled  for  any  of  the  causes  above  men- 
tioned, the  Producer  shall,-  at  the  Association's  written  request,  pursue  and  enforce 
any  and  all  legal  and  equitable  remedies  therefor,  at  its  own  expense  and  for  the 
Association's  benefit  and  in  the  Producer's  name  or  the  Association's  name, 
according  as  the  Association  shall  direct. 

Tenth. — Upon  breach  of  any  of  the  provisions  of  this  Agreement  by  the 
Producer,  the  Board  of  Directors  of  the  Association  by  resolution  may  declare 
this  Agreement  terminated,  whereupon  this  Agreement  shall  terminate.  Unless 
previously  so  terminated,  either  party  hereto,  on  or  after  October  1,  1919,  may 
give  to  the  other  three  months'  written  notice  of  its  desire  to  terminate  this  Agree- 
ment. After  the  giving  of  such  notice,  the  Producer  shall  not  be  required  to 
render  any  estimate  of  its  future  copper  production  or  its  copper  available  for 
sale,  and  shall  not  be  restricted  as  to  sales  for  export  deliveries  after  said  three 
months'  period,  and  the  Association  shall  make  no  allotment  for  export  deliveries 
by  the  Producer  after  said  three  months'  period.  Upon  the  expiration  of  said 
three  months'  period  this  Agreement  shall  terminate.  Termination  of  this 
Agreement  as  aforesaid  shall  not  affect  the  obligations  of  the  respective  parties 
hereunder  as  regards  any  sale  of  the  Producer's  export  copper  theretofore  con- 
tracted for  by  the  Association  or  any  other  transaction  hereunder  occurring 
prior  to  such  termination. 

In  witness  whereof,  the  parties  hereto  have  caused  this  Agreement  to  be 
executed,  imder  their  respective  corporate  seals,  by  their  officers  thereunto  duly 
authorized,  the  day  and  year  first  above  written. 

By"::::: ::::::::::::::::::::: 

Attest: 

Secretary. 

Copper  Export  Association,  Inc., 
By 

Vice-Presidenl . 
Attest : 

Secretary. 


Exhibit  No.  2108 

Telephone  6056  John 
Cable  "QUEMONTA" 

Gilbert  H.  Montague 

counsellor  at  law 

40  WaU  Street,  New  York 

February  3,  1921. 
Hon.  A.  Mitchell  Palmer, 

Attorney  General  of  the  United  States, 

Washington,  D.  C. 

My  Dear  Mr.  Attorney  General:  I  have  been  continuously  occupied  ir 
the  trial  of  a  jury  case  from  10  A.  M.  till  4:30  P.  M.  each  day  since  my  conversa- 
tion in  Washington  with  Hon.  Frank  K.  Nebeker,  Assistant  to  the  Attorney 
General,  at  his  office  on  Sunday  January  30th,  and  this  is  my  fiist  opportunity 
to  dictate  the  letter  which  I  promised  Judge  Nebeker  I  would  write  you: 

My  client.  Copper  Export  Association,  Inc.  is  a  Delaware  corporation,  organized 
December,  1918,  under  the  Webb  Export  Trade  Act,  and  at  all  times  since  has 
been  engaged  solely  in  export  trade  as  defined  in  that  Act.  Organized  originally 
merely  to  serve  as  selling  agent  in  export  trade  for  its  members,  the  Association 
now  purchases  export  copper  and  sells  such  export  copper  in  export  trade.  So 
far  as  practicable,  the  Association  apportions  orders  for  export  copper  among  its 
members  in  proportion  to  their  export  capacities.  Every  American  copper  pro- 
ducer has  been  invited  to  become  a  member  of  the  Association  and  among  the 
present  members  are  American  Smelting  and  Refining  Company,  Anaconda 
Copper  Mining  Company,  Phelps-Dodge  Corporation,  Calumet  and  Hecla 
Mining  Company,  Greene  Cananea  Copper  Company,  Inspiration  Consolidated 
Copper  Company,  Consolidated  Coppermines  Company,  Utah  Copper  Company, 
Cfaitio  Copper  Company,  Nevada  Consolidated  Copper  Company,  Ray  Con- 
solidated  Copper   Company,    International   Smelting    Company,    North    Butte 
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Mining  Company,  New  Cornelia  Copper  Company;  United  Metals  Selling  Com- 
pany, Calumet  and  Arizona  Mining  Company,  United  Verde  Copper  Company, 
United  States  Smelting,  Refining  and  Mining  Company,  Arizona  Copper  Com- 
pany, Utah  Consolidated  Mining  Company,  Kennecott  Copper  Corporation 
and  Nichols  Copper  Company.  These  companies  in  fhe  aggregate,  it  is  estimated, 
produce  over  80  percent  of  the  total  copper  production  of  the  United  States. 
The  Association  is  capitalized  for  2,500  shares  of  preferred  stock,  $100  par  value 
each,  of  which  1,000  shares  have  been  issued  and  paid  in,  and  for  500  shares  of 
no  par  value,  of  which  22  have  been  issued,  one  to  each  member.  The  preferred 
stock  is  non-voting,  but  is  entitled  to  dividends  of  7%  per  annum.  The  common 
stock  is  entitled  to  no  dividends,  but  each  holder  is  entitled  at  any  stockholders' 
meeting  to  one  vote  for  each  500  tons  of  copper  production  of  such  holder.  By 
agreement  between  the  Association  and  its  members,  the  Association  undertakes 
to  limit  its  commissions  or  profits  to  its  actual  expenses  and  the  dividend  require- 
ments of  its  preferred  stock,  so  that  actually  the  Association  is  a  non-profit- 
making  institution  obtaining  for  its  members  in  the  combined  selling  of  export 
copper  those  savings  in  selling  expenses  and  those  advantages  in  export  price 
which  are  the  objects  of  the  Webb  Export  Trade  Act.  For  greater  certainty,  I 
refer  to  the  enclosed  copy  of  the  Association's  form  of  agreement  with  its  mem- 
bers, dated  as  of  June  15,  1920,  and  to  the  data  contained  in  the  various  reports 
filed  by  the  Association  with  the  Federal  Trade  Commission  during  the  past  two 
years  as  required  by  the  Webb  Export  Trade  Act. 

The  American  copper  industry  has  for  many  years  been  dependent  upon  export 
trade.  The  Federal  Trade  Commission  in  1916  reported  (Report  on  Cooperation 
in  American  Export  Trade,  Part  I,  page  361),  that  "the  United  States  produced 
about  56  per  cent  of  the  world's  supply  of  copper  and  exports  about  three-quarters 
of  its  annual  production".  Figuring  more  conservatively,  and  expanding  the 
annual  production  figures  to  include  also  copper  mined  in  other  countries  and 
imported  and  thereafter  smelted  or  refined  within  the  United  States,  the  following 
table  of  production  and  exports  of  copper  (in  tons  of  2,000  pounds)  during  the 
normal  period  comprised  in  the  six  years  immediatelj'  preceding  the  Great  World 
War  shows  that  more  than  half  of  the  copper  production  of  the  United  States 
thus  computed  goes  into  export  trade: 


year 

Production 

Exports 

Percentage 
of  exports  to 
production 

1909     .    ..                            .-    .. 

702, 702 
726,061 
715, 969 
790,960 
811, 225 
682,475 

340,470 
361, 216 
377,461 
373, 198 
434,531 
369,066 

48.45 

1910.... 

49.76 

1911 

52.71 

1912.. 

1913." . 

47.18 
63.56 

1914 

64.08 

total - 

4,429,392 
738,232 

2, 255, 932 
375,988 

Avg.  per  yr      ..    ..    ..       •  ..       ..    

60.03 

Sinc9  the  Association  was  organized -in  December,  1918,  conditions  in  export 
trade  in  copper  have  been  generally  unsatisfactory.  The  copper  production  of 
the  United  States  for  1919  was  884,000  tons  and  for  1920  786,500  tons,  and  had 
the  exports  for  these  years  maintained  the  average  of  50.93%  which  was  the 
average  of  the  -pre-war  period  from  1909  to  1914,  exports  for  1919  would  have 
been  450,221  tons  and  for  1920  would  have  been  400,564  tons,  making  a  total  for 
1919  and  1920  of  850,785  tons.  In  fact,  however,  exports  for  1919  were  only 
258,314  tons  and  for  1920  only  271,848  tons,  making  an  aggregate  of  exports  for 
1919  and  1920  of  only  530,162  tons,  leaving  a  shortage  of  exports  amounting  to 
320,623  tons  for  1919  and  1920,  as  compared  with  the  normal  percentage  estab- 
lished by  the  pre-war  period  above  mentioned. 

The  Association's  members  in  the  aggregate  have  off'ered  to  the  Association  for 
export,  each  month  since  the  organization  of  the  Association,  never  less  than 
31,000  tons  per  month,  and  an  average  of  over  43,800  tons  per  month.  According 
to  the  Bureau  of  Foreign  and  Domestic  Commerce,  the  total  exports  of  copper 
from  the  United  States  during  July,  August,  September  and  Octobei-,  1920,  aggre- 
gated less  than  66,000  tons,  which  is  an  average  of  less  than  17,000  tons  per 
month.  This  contrasts  with  the  total  exports  of  copper  from  the  United  States 
during  the  six  niomths  from  January  to  July,  1920,  aggregating  over  206,000  tons, 
which  was  an  average  of  over  34,300  tons  pet  month.     During  this  period  of 
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July,  August,  September  and  October,  1920,  the  Association's  members  alone 
offered  to  the  Association  for  export  never  less  than  47,500  tons  per  month,  which 
figure  was  raised  to  49,250  tons  per  month  during  September  and  October,  1920, 
while  the  amount  which  the  Association  was  able  to  sell  in  export  trade,  not- 
withstanding declining  prices,  was  only  3387  tons  for  September,  1920  and  4470 
tons  for  October  1920.  These  conditions  were  reflected  in  a  drop  in  the  price  of 
electrolytic  copper  (in  cents,  per  pound,  F.  O.  B.,  New  York)  from  18.576  cents  in 
July,  1920  to  12.125  cents  on  December  31,  1920,  between  which  latter  figure  and 
13  cents  the  price  is  still  hovering.  This  is  far  below  16.167  cents,  which  the 
Federal  Trade  Commission  found  to  be  the  average  cost  per  pound  of  copper 
produced  by  eighty-five  companies  in  1918,  when  the  rpice  was  fixed  by  the 
Government  at  26  cents,  and  when  the  overhead  items  entering  into  the  cost  per 
pound  had  not  been  increased,  as  at  present,  because  of  curtailment  of  production. 
Not  since  1911  has  the  average  yearly  price  of  copper  been  as  low  as  now,  and 
before  1911,  the  most  recent  years  showing  an  average  yearly  price  below  the 
present  were  1898  and  1902.  How  extraordinary  is  the  present  price  appears  from 
the  following  table  showing  the  annual  average  price  of  electrolytic  copper,  (in 
jcente,  per  pound,  F.  O.  B.  New  York)  from  1907  to  1920: 


1907 20.004 

1908 - 13.208 

1909 12.982 

1910 12.738 

1911. 12.376 


1912._ 16.341 

1913 15.269 

1914 13.602 

1915. .- 17.275 

1916 27.202 


1917 27.180 

1918 24.628 

1919 18.691 

1920 17.456 


Relative  to  cost  of  production,  it  is  believed  that  copper  has  never  been  sold  at 
lower  figures  than  have  prevailed  during  the  past  two  months.  Some  of  the 
Association's  members,  it  may  be  stated  in  confidence,  are  fast  approaching  the 
breaking  point,  because  of  the  Association's  inability  to  dispose  of  the  copper 
which  they  have  been  offering  for  export,  and  unless  some  mode  of  relieving  the 
strain  is  found,  not  only  may  the  Association  break  up,  and  the  members  be  driven 
to  cut-throat  competition  with  each  other  in  dumping  their  copper  into  export 
markets,  but  some  of  the  members  may  perhaps  be  overtaken  by  most  serious 
financial  difficulties.     Naturally,  these  facts  cannot  be  made  public. 

To  meet  this  situation,  it  is  proposed  that  the  Association  immediately  purchase 
200,000  tons  of  copper,  and  against  it  issue,  for  eventual  sale  by  public  offering, 
debentures  or  other  obligations  of  the  Association  in  an  aggregate  amount  of 
possibly  upwards  of  $40,000,000  or  $50,000,000,  which  obligations  shall  be  payable 
in  series  of  approximately  one  year,  two  years,  three  years,  and  perhaps  four 
years  respectively.  This  200,000  tons  is  considerably  less  than  the  aggregate 
amount  of  copper  offered  by  the  Association's  members  to  the  Association  for 
export  during  any  of  the  five  months  of  1920.  The  Association  must,  of  course, 
sell  such  copper  solely  in  export  trade. 

According  to  the  United  States  Geological  Survey,  stocks  of  copper  on  hand  at 
smelters  and  refineries  at  the  end  of  1920  aggregated  4^6,500  tons,  as  jcompared 
with  452,000  tons  at  the  end  of  1919  and  371,300  tons  at  the  end  of  1918,  so  that 
after  the  Association  purchases  200,000  tons  as  above  proposed,  there  will  still  be 
left  at  smelters  and  refineries  within  the  United  States  available  for  domestic 
consumption  236,500  tons,  which  is  more  than  54%  of  the  total  stocks  on  hand  at 
smelters  and  refineries  within  the  United  States  at  the  end  of  1920,  and  is  nearly 
seven  months  supply  for  all  domestic  requirements  if  the  latter  maintain  the 
average  of  the  domestic  consumption  for  1919  and  1920,  and  is  over  eight  months 
supply  for  aU  domestic  requirements  if  the  latter  maintain  the  average  of  the 
domestic  consumption  for  the  pre-war  period  from  1909  to  1914.  These  figures, 
however,  do  not  adequately  show  the  supply  left  available  for  domestic  consump- 
tion, because  they  show  neither  the  new  production  which  will  come  into  the 
market  in  1921,  nor  the  enormous  quantity  of  scrap,  both  of  copper  and  brass, 
which  is  now  in  the  market,  and  which  will  continue  to  come  into  the  market, 
through  reclamation  of  war  material  and  other  sources  of  scrap  which  no  one  can 
estimate.  No  computation  of  this  scrap  can  be  accurately  made,  but  the  figure 
merely  for  the  United  States,  Great  Britain,  and  France  has  been  estimated  by 
very  conservative  authority  to  be  over  420,000  tons..  New  production  coming 
into  the  market  in  1921  can,  however,  be  at  least  approximately  estimated. 
^  Assuming  that  it  will  equal  835,250  tons,  which  was  the  average  production  for 
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1919  and  1920,  this  new  production  for  1921,  added  to  the  236,500  tons  remaining 
available  for  domestic  consurjaption  after  the  proposed  purchase  by  the  Associa- 
tion of  200,000  tons  for  export  as  above  proposed,  and  disregarding  the  enormous 
but  undetermined  quantity  of  scrap  available,  would  yield  1,071,750  tons  as  the 
total  available  for  domestic  consumption  for  1921.  That  this  will  be  more  than 
adequate  for  all  domestic  requirements  is  apparent  from  the  fact  that  the  average 
domestic  consumption  for  1919  and  1920  was  only  447,000  tons,  and  for  the 
pre-war  period  from  1909  to  1914  was  only  360,675  tons. 

From  the  foregoing,,  it  seems  safe  to  assume  that  the  purchase  by  the  Associa- 
tion of  200,000  tons  of -copper  for  export  as  above  proposed  will  in  no  way  produce, 
or  threaten,  a  scarcity  of  copper  for  domestic  consumption  within  the  United 
States,  and  that  such  purchase  will  accord  wittf  all  the  purposes  of  the  Webb 
Export  Trade  Act.  Because  of  the  magnitude  of  the  proposed  transaction  I  have 
considered  it  my  duty,  as  counsel  for  the  Association,  to  inform  the  Government 
authorities  having  to  do  with  the  Webb  Export  Trade  Act  regarding  the  Associa- 
tion's intentions,  so  that  any  mystery  which  irresponsible  comment  in  the  news- 
papers and  elsewhere  may  throw  upon  the  matter  may  be  dispelled,  and  that  the 
Government  may  obtain  first  hand  from  the  Association  and  from  me  the  actual 
facts,  particularly  since  many  of  the  facts  cannot  without  injury  to  the  financial 
credit  of  some  of  the  Association's  members  be  fully  published  to  the  world,  and 
may,  intentionally  or  unintentionally,  be  misstated,  or  only  partially  stated,  in 
irresponsible  comment  in  the  newspapers  and  elsewhere.  If  the  transaction  goes 
through,  I  shall  send  you  further  information  regarding  it.  If  now  or  in  the  future, 
you  desire  any  information  regarding  any  phase  of  it,  I  hope  that  you  wiU  avail 
yourself  of  the  desire  of  the  Association  and  myself  to  give  you  all  the  information 
within  our  power. 

Very  truly  yours, 

Gilbert  H.  Montague. 


Exhibit  No.  2109 
(From  the  records  of  Copper  Export  Association,  Inc.,  Certified  correct.] 

R.  R.  ECKEBT. 

(R.  R.  Eckert) 

Copper  Export  Association,  Inc., 

New  York,  February  9th,  1921. 
The  National  City  Company, 

55  Wall  Street,  New  York. 
Guaranty  Company  op  New  York, 

140  Broadway,  New  York. 

Dear  Sirs:  Copper  Export  Association,  Inc.,  is  a  Delaware  Corporation, 
organized  December,  1918,  and  qualified  under  the  Webb  Export  Trade  Act  to 
engage  in  export  trade,  as  defined  in  that  Act,  and  is  carrying  on  such  trade  in 
copper,  for  the  benefit  of  its  members,  who  are  its  stockholders. 

Among  the  present  members  and  stockholders  are  companies,  which,  in  the 
aggregate,  represent  about  three  quarters  of  the  total  copper  production  of  the 
United  States. 

In  order  to  stimulate,  and  at  the  same  time  to  stabilize,  the  copper  export  trade, 
upon  which  the  prosperity  of  the  industry  largely  depends,  Copper  Export  Asso- 
ciation, Inc.,  proposes  immediately  to  purchase  200,000  tons  (of  2000  lbs.)  of 
refined  copper  (electrolytic  and/or  lake)  for  resale  in  export  trade,  and  against 
this  copper  to  issue,  for  the  purpose  of  financing  the  transaction,  $40,000,000,  face 
value,  of  Eight  Per  Cent.  Secured  Gold  Notes. 

The  facts,  and  the  purposes  of  the  Association,  in  regard  to  this  transaction 
have  been  fully  disclosed  and  explained,  both  by  letter  and  personal  interview, 
to  the  Federal  Trade  Commission  and  to  the  Department  of  Justice,  by  our 
counsel,  Mr.  Gilbert  H.  Montague,  and  we  are  able  to  assure  you,  upon  Mr. 
Montague's  authority,  that  none  of  the  Government  oflBcers  consulted  has  ex- 
pressed any  opposition  to  the  transaction  or  questioned  its  legality. 
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The  200,000  tons  of  refined  copper  will  be  forthwith  sold  to  the  Association  by 
the  following  producing  companies  (hereinafter  called  the  "Vendors"),  and  in 
substantially  the  following  proportions,  viz : 


Vendors 


Amount  in  Tons 


Per  C  ent 


Anaconda  Copper  Mining  Co 

Phelps-Dodge  Corporation 

Calumet  &  Hecla  Mining  Co 

Chile  Exploration  Co 

Kennecott  Copper  Corporation 

Braden  Copper  Co 

Utah  Copper  Co 

Ray  Consolidated  Copper  Co 

Chmo  Copper  Co.. - 

Nevada  Consolidated  Copper  Co.- . 

United  Verde  Copper  Co 

American  Smelting  &  Refining  Co. 
To  be  allotted 


200,000  tons. 


31.5 
10.9 
6.0 
7.58 
5.06 
5.85 
8.2 
4.0 
3.66 
4.45 
5.0 
5.0 
2.7 


100% 


The  Association  will  acquire  absolute  title  to  the  said  200,000  tons  of  refined 
copper,  free  and  clear  of  liens,  incumbrances  or  charges  of  any  kind. 

At  the  time  of  such  acquisition  di  title  none  of  the  copper  wiU  be  physically  in 
the  possession  of  any  of  the  Vendors,  but  all  of  it  will  be  located  on  the  premises 
of  some  or  all  of  the  following  named  companies  at  the  following  places,  viz : 
Name  Place 

Raritan  Copper  Co Raritan,  N.  J. 

Baltimore  Copper  Smelting  &  Rolling  Co_ Baltimore,  Md. 

Lake  Superior  Smelting  Co Hubbell,  Mich.,  and  Dollar  Bay, 

Mich. 

Nichols  Copper  Co Brooklyn,  N;  Y. 

United  States  Metals  Refining  Co Chrome,  N.  J. 

American  Smelters  Securities  Co__ Tacorna,  Wash. 

Except  not  exceeding  14,000,000  lbs.  of  copper  belonging  to  the  Calumet  and 
Hecla  Mining  Company  and  located  on  its  premises  at  Hubbell,  Michigan. 

The  above  named  companies  (hereinafter  referred  to  as  the  "Refineries")  and 
the  Calumet  and  Hecla  Mining  Company  will  issue  to  the  Association,  or  its 
assigns,  their  Receipts  for  the  amounts  of  said  refined  copper  held  by  them 
respectively,  which  receipts  will  be  so  worded  that  the  refined  copper  represented 
thereby  can  only  be  withdrawn  upon  presentation  of  such  receipts  for  notation 
thereon  of  any  amounts  taken  out.  Such  copper  (except  the  above  mentioned 
14,000,000  lbs.  belonging  to  the  Calumet  and  Hecla  Company  which  will  be  suit- 
ably marked)  will  be  segregated  and  fenced  off  on  the  premises  of  the  respective 
refineries,  and  such  fences  will  bear  the  name  of  the  Association  as  Owner,  and  of 
the  Trustee,  hereinafter  named,  as  Pledgee,  conspicuouely  painted  thereon. 

In  order  to  provide  for  the  purchase  of  said  copper  by  the  Association  from  the 
Vendors,  and  for  the  issuance  of  said  Receipts,  and  for  the  payment  to  the  Vendors, 
ratably,  on  account  of  the  purchase  price  of  said  copper,  of  the  proceeds  of  the 
Association's  Eight  Per  Cent.  Secured  Gold  Notes,  and  for  other  matters,  it  is 
proposed  that  the  Association  and  the  Vendors  shall  forthwith  enter  into  an  Agree- 
m'ent,  substantially  in  the  form  annexed,  marked  "Schedule  A",  to  which  the 
Trustee  for  said  issue  of  Eight  Per  Cent.  Secured  Gold  Notes  shall  likewise  be  a 
party,  and  to  the  making  of  which  aU  members  of  the  Association,  other  than  the 
Vendors,  shall  consent  in  writing. 

The  said  $40,000,000,  Eight  Per  Cent,  Secured  Gold  Notes  will  all  be  dated 
February  15,  1921,  and  will  mature  in  four  annual  installments  as  follows: 

Series  A,  $6,000,000  due  Feb.  15,  1922. 
Series  B,  $10,000,000  "  Feb.  15,  1923. 
Series  C,  $12,000,000  "  Feb.  15,  1924. 
Series  D,  $12,000,000    "   Feb.  15,  r925. 

The  Notes  will  be  in  coupon  form,  of  the  principal  amount  of  $1,000  each, 
registerable  as  to  principal  only,  payable  in  United  States  gold  coin  of  the  present 
standard  of  weight  and  fineness,  bearing  interest  from  February  15,  1921,  at  the 
rate  of  eight  per  cent,  per  annum,  payable  semi-annually  on  February  15,  and 
August  15  each  year. 
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Both  principal  and  interest  will  be  payable  at  the  principal  office  of  Guaranty 
Trust  Company  of  New  York,  in  the  Borough  of  Manhattan,  City  of  New  York, 
without  deduction  for  any  taxes,  assessments  or  impositions  which  the  Association 
or  the  Trustee  may  be  required  or  authorized  to  pay  thereon  or  to  retain  or  deduct 
therefrom  under  any  present  or  future  law  whatsoever,  except  Inheritance  Taxes, 
State  Income  Taxes,  and  any  Federal  Income  Tax. 

The  Association  shall  have  the  right  to  redeem  all  or  any  part  of  the  Notes,  prior 
to  maturity,  on  any  interest  date,  upon  thirty  days  prior  published  notice,  at  101 
for  Notes  maturing  six  or  twelve  months  after  the  date  of  redemption;  102  for 
Notes  maturing  eighteen  or  twenty-four  months  after  such  date;  103  for  Notes 
maturing  thirty  or  thirty-six  months  after  such  date;  and  104  for  Notes  maturing 
more  than  thirty-six  months  after  such  date;  and  in  each  case,  upon  payment  of 
the  accrued  interest.  Whenever  the  Association  elects  to  redeem  less  than  all 
of  the  Notes  of  any  Series,  those  to  be  redeemed  shall  be  selected  by  lot  by  the 
Trustee. 

To  provide  for  the  said  issue  of  Notes,  and  to  cover  the  terms  up6n  which  the 
same  shall  be  issued,  secured  and  held,  the  Association  wUl  execute  and  deliver  a 
Trust  Agreement  to  Guaranty  Trust  Company  of  New  York,  as  Trustee,  and  will 
pledge  thereunder  the  said  Receipts  and  the  copper  represented  thereby.  The 
Trust  Agreement  will  make  satisfactory  provision  for  the  following  matters  and 
conditions,  among  others,  viz: 

1.  That  the  Association  will  pay  and  discharge,  or  cause  to  be  paid  and  dis- 
charged, promptly,  when  due,  or  forthwith  at  any  time,  on  demand  of  the  Trustee, 
aU  storage  and  warehouse  charges  and  other  expenses  relating  to  the  custody, 
preservation,  protection  and  handling  of  the  copper,  and  will,  at  its  own  expense, 
replace,  and  deliver  similar  receipts  to  the  Trustee  for,  any  such  copper  which 
may  be  lost,  destroyed  or  stolen,  to  the  end  that  at  all  times  the  Trustee  shall 
hold  receipts  for  not  less  than  10,000  lbs.  of  refined  copper  (electrolytic  and/or 
lake)  for  each  $1,000  face  value  of  Notes  outstanding  and  unpaid. 

2.  That  the  Association  will  not  create  or  issue  any  other  issues  o.f  notes,  de- 
bentures or  bonds,  or  other  funded  obligations,  or  make  or  issue  any  note  or  obli- 
gation of  any  other  character,  save  and  except  for  moneys  borrowed  in  the  ordinary 
course  of  conducting  its  own  business  and  payable  in  not  exceeding  twelve  months. 

3.  That  the  Association  will  preserve  its  corporate  existence,  rights  and  fran- 
chises and  comply  with  the  laws  of  Delaware  and  with  the  Act  of  Congress  en- 
titled, "An  Act  to  Promote  Export  Trade  and  for  Other  Purposes,"  approved 
April  10,  1918,  and  with  any  Acts  amendatory  thereof  and  supplemental  thereto, 
and  with  all  lawful  regulations,  orders  and  requirements  of  the  Federal  Trade 
Commission,  and  of  any  other  State  or  Governmental  authority,  applicable  to 
the  Association,  and  will  not  do,  suffer  or  permit  any  act  or  thing  whatsoever 
whereby  ite  corporate  existence,  rights  and  franchises,  or  its  rights  in  regard  to 
carrying  on  export  trade  as  defined  in  said  Webb  Act,  might  or  could  be  forfeited 
or  imperilled,  or  whereby  the  payment  of  the  Notes  might  or  could  be  hindered, 
delayed  or  imperilled,  or  the  security  therefor  impaired. 

4.  That  as  it  makes  deliveries  of  refined  copper  in  export  sales,  the  Association 
will  withdraw  pledged  copper  and  make  payment  to  the  Trustee  therefor  to  the 
extent  of  at  least  one  third  of  all  such  deliveries  made  in  each  quarterly  period 
from  and  after  the  date  of  the  Trust  Agreement;  and  that  within  twenty  days  after 
the  close  of  each  such  period  it  willlfile  with  the  Trustee  a  statement  showing  in 
reasonable  detail  all  deliveries  made  by  it  during  such  period,  which  statement 
shall  be  certified  to  be  correct  by  the  President  or  a  Vice-President  or  the  Treasurer 
of  the  Association. 

5.  That  the  Association  may  at  any  time  withdraw  any  part  of  the  pledged 
copper  by  paying  to  the  Trustee  in  cash  twelve  and  one-half  cents  for  each  pound 
which  it  desires  to  withdraw,  whereupon  the  Trustee  shall  allow  such  amount  of 
copper  to  be  taken  out  of  any  particular  lot  or  lots  which  the  Association  may 
designate,  and  shall  cause  the  corresponding  Receipt  or  Receipts  to  be  indorsed 
accordingly;  and  that  in  lieu  of  cash  the  Association  may  at  any  time  deliver  to 
the  Trustee  an  equivalent  amount  in  Notes  taken  at  their  face  value,  which  Notes 
shall  be  cancelled  by  the  Trustee  and  not  reissued. 

6.  That  moneys  received  by  the  Trustee  against  withdrawals  of  the  copper  at 
the  said  rate  of  twelve  and  one-half  cents  per  pound,  shall  be  held  by  it  as  security 
for  the  Notes  until  applied  to  the  payment,  purchase  or  redemption  of  Notes  and 
Coupons.  The  Trustee  shall  credit  the  money  so  received  to  an  Interest  Fund, 
until  it  holds  enough  in  said  Fund  to  pay  the  coupons  next  maturing  on  all  Notes 
outstanding,  after  which  it  shall  credit  any  additional  money  so  received  to  a 
Principal  Fund,  until  there  shall  again  be  less  to  the  credit  of  the  Interest  Fimd 
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than  is  required  to  pay  the  coupons  next  maturing  on  all  Not^s  outstanding, 
whereupon  it  shall- once  more  credit  the  Interest  Fund  until  said  coupons  next 
maturing  are  provided  for,  when  it  shall  again  credit  all  additional  sums  so  received 
to  the  Principal  Fund.  With  such  moneys  the  Trustee  shall  have  the  right  at 
any  time  to  purchase  Notes  in  the  open  market  at  not  exceeding  their  face  value 
and  accrued  interest,  charging  any  accrued  interest  paid  to  the  Interest  Fund  and 
the  price  paid  on  account  of  principal  of  such  Notes  to  the  Principal  Fund,  but 
any  such  purchases  by  the  Trustee  shall  always  be  of  Notes  of  the  Series  next 
maturing,  unless  otherwise  specifically  authorized  and  directed  in  writing  by  the 
Association,  provided,  that  no  Notes  of  any  Series  other  than  that  next  maturing 
shall  be  purchased  by  the  Trustee,  pursuant  to  any  such  authorization  or  direction 
of  the  Association,  if  thereby  the  amount  to  the  Credit  of  the  Principal  Fund  and/or 
the  Interest  Fund  will  be  depleted  below  the  amount  required  for  the  payment 
of  the  Notes  and  coupons  next  maturing.  Any  notes  and  coupons  purchased  by 
the  trustee  shall  forthwith  be  cancelled.  Upon  any  interest  date  the  Trustee  on 
the  written  request  of  the  Association  wUl  apply  any  balance  in  the  Interest  Fund 
to  the  payment  of  the  interest  coupons  then  maturing,  and  upon  any  due  date  of 
principal  the  Trustee,  on  like  request,  will  apply  any  balance  in  the  Principal 
Fund  to  the  payment  of  the  principal  of  any  of  the  Notes  then  maturing.  When- 
ever the  Association  shall  call  any  of  the  Notes  for  redemption  on  an  interest  date, 
the-  Trustee,  on  like  request,  will  apply  any  balance  in  the  Principal  Fund  and 
Interest  Fund,  respectively,  in  excess  of  the  amount  required  for  the  payment  of 
the  Notes  and  coupons  next  maturing,  towards  the  payment  of  the  principal  and 
accrued  interest  of  the  Notes  called  for  redemption,  provided  the  Association  shall 
furnish  out  of  its  own  funds  any  premium  payable  on  the  said  Notes  and  any 
additional  sums  required  to  efifect  such  redemption. 

7.  The  Association  shall  have  the  right  at  any  time,  to  buy  Notes  of  this  issue 
and  to  hold  and  resell  the  same. 

8.  In  case  the  Association  shall  default  in  the  payment  of  interest  on  any  Note 
or  Notes,  and  such  default  shall  continue  for  thirty  diays,  or  shall  default  in  the 
payment  of  any  Note  or  Notes  at  maturity,  or  shall  default  in  the  performance  or 
observance  of  any  other  covenant  or  condition  for  thirty  days  after  notice  and 
demand  from  the  Trustee,  or  in  the  event  of  any  voluntary  or  involuntary  liquida- 
tion or  dissolution  of  the  Association  or  the  appointment  of  a  Receiver  of  its 
property,  the  Trustee  may,  and  upon  request  of  twenty-five  per  cent  in  amount 
of  the  Notes  shall,  declare  the  principal  of  aU  the  Notes  to  be  due.  With  or  with- 
out such  declaration  the  Trustee,  in  the  event  of  any  such  default,  shall  have 
the  right  to  proceed  against  the  Vendors  under  their  covenants  in  their  Agreement 
with  the  Association  and  the  Trustee,  or  the  unrestricted  right  to  sell  the  pledged 
copper,  or  so  much  thereof  as  may  be  necessary,  with  or  without  notice,  or  to 
institute  such  proceedings  at  law  in  equity  as  it  may  deem  proper;  no  one  of 
said  remedies  being  exclusive  of  any  other. 

Copper  Export  Association,  Inc.,  hereby  offers  to  sell  you  the  above  described 

$40,000,000,  principal  amount,  of  Eight  Per^Cent  Secured  Gold  Notes,  at 

of  their  face  value,  and  accrued  interest,  payable  against  delivery  thereof. 

Temporary  Notes,  exchangeable  for  the  Definitive  Notes  when  prepared,  will 
be  ready  for  delivery  to  you  on  or  before  February  21,  T921.  You  shall  have  the 
option  to  extend  the  time  for  delivery  as  to  all  or  any  part  of  the  Notes  for  a 
further  period  of  not  exceeding  fifteen  days  thereafter. 

In  the  event  that  all  details  in  connection  with  the  transfer  of  title  to  the  copper 
to  the  Association  and  the  pledge  thereof  to  the  Trustee,  in  the  manner  herein  con- 
templated cannot  be  concluded  by  the  date  set  for  delivery  of  the  Notes  to  you, 
it  is  understood  that  the  Notes  wiU  be  issued  and  will  be  accepted  by  you  against 
the  deposit  of  cash  with  the  Trustee  at  the  rate  of  lO^i  per  pound  for  all  copper  the 
title  to  which  has  not  thus  been  transferred,  and  that  the  Trust  Agreement 
will  make  provision  for  this  and  for  the  payment  of  the  deposited  cash  to  the  Asso- 
ciation as  soon  as  such  copper  shall  have  been  so  transferred  and  pledged,  to  the 
satisfaction  of  your  counsel 

The  foregoing  enumeration  of  particular  provisions  in  the  Note  and  Trust 
Agreement  is  not  intended  to  be  exclusive,  and  the  attached  draft  of  agreement 
between  the  Association,  the  Vendors  and  the  Trustee  is  not  final,  it  being  under- 
stood and  agreed,  as  a  condition  of  your  obligation  to  purchase  the  Notes,  that 
the  form  and  provisions  of  the  Notes,  Coupons,  Trust  Agreement,  receipts  for 
copper,  Agreement  between  the  Association,  the  Vendors  and  the  Trustee,  and 
other  papers,  and  all  matters  relating  to  the  Association's  title  to  and  pledge  of 
the  refined  copper,  and  all  corporate  proceedings  of  the  Association  and  of  the 
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respective  Vendors,  and  all  questions  relating  to  the  compliance  by  the  Association 
with  the  terms  of  the  Webb  Act,  and  other  legal  matters  in  connection  with  this 
transaction,  shall  be  subject  to  the  approval  of  Messrs.  Shearman  &  SterUng, 
and  Messrs.  Stetson,  Jennings  &  Russell,  as  counsel  for  yourselves  and  for  the 
Trustee. 

All  expenses  in  connection  with  the  issuance  of  the  Notes  and  the  carrying  out 
of  this  transaction,  including  stamp  tax,  and  the.  reasonable  charges  of  your  coun- 
sel, will  be  paid  by  us. 

We  agree  to  furnish  you,  as  called  for  from  time  to  time,  upon  reasonable  notice, 
such  information,  statements,  certificates  and  reports  as  may  be  required  to  com- 
ply with  the  laws  of  the  various  States  in  regard  to  the  offering  and  sale  of  these 
Notes. 

We  will  also  furnish  you  a  descriptive  letter  in  form  satisfactory  to  you,  signed 
by  the  President  of  the  Association,  for  your  use  in  connection  with  the  offering 
of  the  Notes. 

We  will  also  furnish  each  of  you  copies  of  all  our  quarterly  reports  to  the  Trustee 
of  our  deliveries  against  export  sales. 

This  offer  is  submitted  for  your  immediate  acceptance. 
Yours  very  truly, 

Copper  Export  Association,  Inc., 
(Signed)     John  D.  Ryan,  President. 


New  York,  February  9,  1921. 
Copper  Export  Association,  Inc., 

New   York. 
Dear  Sirs:  We  beg  to  acknowledge^-the  receipt  of  your  letter  of  even  date, 
offering  to  sell  us  $40,000,000,  8%  Gold  Secured  Notes  at  of  their  face 

value  and  accrued  interest  from  February  15th,  1921. 

We  hereby  accept  your  offer  in  accordance  with  the  terms  stated  therein. 
Yours  truly, 


National  City  Company,    , 
(Signed)     C.  E.  Mitchell,  President. 

Guaranty  Company  of  New  York, 
(Signed)     H.  Stanley,  Vice  President. 
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•  Exhibit  No.  2111 
[New  York  Herald  Tribune,  January  1, 1922] 

Copper  Buying  Expected  to  be  Heavy  This  Year — Electrical  Industry 
Regarded  as  in  Its  Infancy,  Will  Take  Large  Supplies,  Agassi?  Pre- 
dicts 

By  R.  L.  Agassiz,  President  Calumet  and  Hecia  Mining  Company;  President 
Copper  and  Brass  Research  Association 

All  American  industries  have  had  problems  more  or  less  grave  to  face  since  the 
termination  of  the  World  War.  Naturally  those  dealing  in  the  essentials  of  our 
national  life  are  recovering  more  quickly.  Those  whose  return  to  normal  and 
whose  continued  development  depend  in  some  measure  on  the  resumption  of 
healthy  economic  conditions  abroad  still  have  struggles  ahead  of  them.  On  the 
whole,  however,  I  think  our  country  has  never  in  its  entire  history  witnessed  a  finer 
exhibition  of  industrial  courage  than  that  presented  by  Amercan  business  men 
since  the  day  of  the  armistice,  when  they  faced  a  sadly  flattened  out  world,  in  the 
rehabilitation  of  which  they  knew  they  had  to  play  a  leading  part. 

The  experience  of  copper  and  its  products  during  these  trying  years  may  be 
said  to  be  typical  of  the  sort  of  battles  our  i^merican  leaders  of  industry  have  had 
to  fight.  Copper  and  its  chief  alloys,  brass  and  bronze,  actually  are  essentials, 
yet  their  development  over  the  twenty-five-year  period,  beginning  with  1895, 
brought  about  an  investment  of  capital  in  mining  properties  that  could  not 
possibly  earn  a  decent  living  for  itself  without  a  steady  maintenance  of  foreign 
demand.  Even  if  domestic  consumption  had  speedily  returned  to  normal,  which 
it  did  not,  there  still  would  have  been  grave  problems  to  face,  because  it  must  be 
kept  in  mind  that  you  cannot  work  great  mining  properties  on  a  fragmentary  basis 
without  so  greatly  increasing  the  cost  of  production  that  it  is  not  possible  to 
market  your  metal  at  a  profit. 

The  copper  industry  is  not  a  charitable  institution.  Neither  is  it  a  mendicant. 
Having  plenty  of  copper  in  a  refined  state  for  any  domestic  or  foreign  demand 
that  was  likely  to  materialize,  it  closed  jnost  of  the  mines,  and  today  only  a  few 
properties  actually  are  operating.  How  soon  the  mines  will  again  open  is  a 
question  I  shall  not  attempt  to  answer.  It  is  a  matter  that  must  be  carefully 
studied,  keeping  in  mind  the  thought  that  if  a  reopening  of  the  vast  producing 
properties  anticipates  a  demand,  which  later  fails  to  manifest  itself,  the  industry 
is  in  danger  of  again  creating  the  very  condition  that  it  has  been  wrestling  with 
for  the  last  three  years. 

NOT  overproduction 

This  condition  has  been  referred  to  from  time  to  time  as  one  of  over-production. 
Actually  it  is  a  condition  of  under-consumption,  in  part  brought  about  in  this 
country  by  the  substitution  of  cheaper  metals  and  materials  during  the  war  period, 
when  copper,  brass  and  bronze  were  not  to  be  had  for  commercial  purposes,  and  in 
Europe  by  a  lack  of  funds  wherewith  to  buy  our  metals.  Domestically  the 
situation  is  steadily  improving.  Slowly  but  surely  copper,  brass,  bronze,  and 
copper  products  generally  are  coming  back  into  their  own.  Europe  wiU  buy 
when  Europe  has  money.  Meanwhile,  as  is  well  known,  the  copper  producing 
interests,  through  the  agency  of  the  Copper  Export  Association,  have  done  all 
that  they  could  to  help  out  the  stricken  nations  across  the  water  with  the  raw 
materials  to  start  some  of  their  industries  moving. 

In  building  enterprises  copper  and  brass  have  a  place  that  cannot  profitably  be 
taken  by  substitutes,  just  as  other  metals  and  materials  have  places  in  common- 
sense  construction  work  that  copper  and  its  products  would  not  expect  to  fill.  This 
is  gradually  coming  to  Be  understood  by  those  who  put  their  money  into  building 
enterprises,  and  it  is  one  of  many  encouraging  developments  of  the  last  eighteen 
months.  The  orgy  of  cheap  substitution  seems  to  be  disappearing,  and  not  only 
in  building  but  in  other  forms  of  investment  our  people  are  realizing  that  there  is 
no  real  economy  in  short-lived  materials  which  require  constant  upkeep  and  re- 
placement charges,  no  matter  how  attractive  and  tempting  the  slightly  lower 
initial  cost  may  be. 

The  electrical  industry  is  regarded  to-day  by  experts  as  being  in  its  infancy 
however  marvelous  the  developments  of  the  last  two  decades  may  seem  to  most- 
of  us.  Copper  has  run  side  by  side  with  American  inventive  genius  in  bringing  this 
great  industry  where  it  is  at  present. 
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LARGE   ABSORPTION   LIKELY 

The  two  are  inseparable,  and  we  may  expect  a  continued  large  absorption  of 
copper,  as  present  electrical  enterprises  expand  and  new  ventures  in  this  field 
are  started.  Not  only  in  this  country  but  in  South  America  and  Europe  we  hear 
with  great  frequency  nowadays  of  new  projects  having  electrical  power  for  their 
base  being  undertaken.  Within  a  month  announcement  was  made  that  the  tele- 
phone interests  of  the  United  States  would  spend  $80,000,000  during  the  coming 
year  for  additional  equipment,  a  large  part  of  which  necessarily  will  be  copper. 

Chile,  a  few  weeks  ago,  placed  a  $7,000,000  order  in  this  country  for  materials 
to  be  used  in  the  electrification  of  her  railways,  and  Japan,  which  has  6,000  miles 
of  government  controlled  railways,  began  a  program  of  electrification  by  placing 
a  $5,000,000  order  here.  We  also  know  that  Italy,  Switzerland  and  Holland  are 
committed  ot  similar  enterprises;  from  all  of  which  we  may  reasonably  infer  that 
before  many  years  all  over  the  civilized  world  vast  projects  will  be  undertaken  in 
which  electrical  power  will  play  an  important  part. 

Also  those  who  are  perhaps  better  versed  in  great  problems  of  economics 
that  I,  feel  that  if  the  limitation  of  armaments  program  becomes  eff'ective,  it  will 
mean  the  release  of  many  millions  of  dollars  for  new  commercial  enterprises. 
In  any  such  development  of  the  world's  industrial  structure  copper,  brass  and 
bronze  are  certain  to  play  profitable  roles,  for  copper  and  its  alloys  still  are  among 
the  leading  metals  of  commerce,  made  so  by  those  peculair  and  exclusive  qualities 
bestowed  by  nature. 

TWO    INDUSTRIES    LINKED 

War's  aftermath  brought  with  it  certain  unusual  cohesions  in  industry.  Before 
the  war  the  relations  of  the  producer  and  consumer  of  copper  were  merely  those  of 
seller  and  buyer,  nothing  more.  To-day,  through  the  organization  of  the  Copper 
and  Brass  Research  Association,  these  two  great  American  industries  have  been 
brought  together,  and  producer  and  consumer  present  a  united  front.  This  has 
been  done  without  the  slightest  interference  with /competitive  effort,  individual 
initiative  or  individual  enterprise.  The  association,  represents  a  co-operative 
effort,  largely  educational,  to  bring  a  more  Madespread  understanding  of  the 
manifold  uses  to  which  copper,  brass  and  bronze  can  be  applied,  to  the  advantage 
and  profit  of  the  user. 

In  every  country  there  are  certain  great  industries  which,  although  privately 
owned,  are  so  important  a  part  of  the  national  fabric  that  the  collapse  of  any  one 
of  them  would  be  little  short  of  disastrous  to  the  whole.  Our  American  railroads 
represent  one  of  these.     Steel  represents  another.     Copper  is  a  third. 

It  is  not  possible  for  me  to  estimate  the  amount  of  invested  capital  that  the 
copper  producing  and  copper  and  brass  fabricating  and  manufacturing  industries 
represent,  but  we  may  safely  place  it  at  several  hundreds  of  millions  of  dollars 
The  growth  of  these  industries  has  played  its  part  in  the  development  of  American 
genius,  so  that  when  a  demand  for  copper  far  in  excess  of  what  the  country  could 
supply  manifested  itself  not  so  many  years  ago  American  brains  were  prompt  to 
find  ways  and  means  of  meeting  it. 

To  this  we  owe  the  great  advances  that  have  been  made  in  the  mining  and 
metallurgical  arts  which  make  it  possible  profitably  to  work  low-grade  ores  that 
twenty-five  years  ago  no  man  would  4hink  of  bothering  with.  To  this  we  also 
owe  the  present  day  development  of  the  electrical  industry. 

MOMENTOUS    DECISION 

It  was  no  simple  matter  to  close  down  the  copper  mines  of  the  country.  It 
was  a  momentous  decision,  carefully  thought  out,  and  carried  into  effect  with  the 
greatest  reluctance.  It  meant  loss  of  employment  to  thousands  of  men  for  an 
indefinite  period,  a  class  of  men,  unfortunately,  who  are  least  able  to  stand  up 
against  such  reverses.  Many  of  the  men  thus  thrown  out  of  employment  had 
spent  their  lives  in  the  copper  regions,  had  built  their  homes  and  raised  their 
families  there.  If  there  had  been  any  possible  way  to  avert  the  situation  it 
would  have  been  followed,  but  there  was  not. 

There  had  to  be  a  shut-down  if  the  peculiar  conditions  facing  the  copper  industry 
were  to  be  met.  Copper  and  brass  found  themselves  almost  entirely  supplanted 
at  the  close  of  the  war,  not  through  any  fault  of  their  own  or  through  any  loss 
in  merit  or  reputation,  but  solely  because  their  need  in  munitions  forced  them  out 
of  commerce  for  several  years,  and  then  sent  them  back  heavily  stocked  with 
expensively  produced  metal  to  battle  with  the  substitutes  which  had  invaded  their 
fields  while  they  were  in  war  service. 
124491 — il-zpt.  25 26 
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Very  naturally,  the  copper  industry  is  looking  for  an  expansion  of  its  domestic 
markets  pending  the  time  when  Europe  is  again  in  a  position  to  take  its  share 
of  American  copper.  We  are  not  at  all  pessimistic  about  the  future.  We  not 
only  feel  that  our  own  country  is  approaching  its  normal  condition,  with,  great 
building  and  electrical  enterprises  to  be  undertaken  but  we  feel  that  Europe  will 
in  time  work  out  its  problems  and  once  more  enter  the  American  market  for  its 
share  of  the  copper  which  itjnust  have  if  its  natural  needs  are  to  be  taken  care  of. 


Exhibit  No.  2112 

G-1  New  York,  March  39th,  1921. 

To  the  Shareholders  of  the  Anaconda  Copper  Mining  Company: 

At  a  meeting  of  your  Directors  held  today,  it  was  decided  to  temporarily  sus- 
pend the  production  of  copper  from  the  mines  of  your  Company. 

This  action  was  taken  with  regret,  and  only  after  deliberate  consideration 
compelled  the  conclusion  that  under  existing  conditions  no  other  course  was 
advisable. 

That  you  may  be  informed  of  the  necessity  for  such  action,  a  brief  statement 
of  the  conditions  under  which  production  has  been  maintained,  and  the  business 
of  your  Company  conducted,  is  submitted. 

At  the  close  of  the  war  an  agreement  existed  between  the  Government  and  the 
copper  producers,  which  fixed  the  price  of  copper,  and  presciibed  the  working 
conditions  under  which  it  should  be  produced  to  the  end  of  1918.  Immediately 
after  the  armistice,  at  the  request  of  the  Government,  it  was  agreed  that  produc- 
tion should  be  contyiued  at  tbe  then  current  rate,  until  the  end  of  the  year. 

After  January  1,  1919,  production  was  curtailed;  in  February,  wages  were 
reduced  by  agreement  between  the  copper  producers,  their  employees  and  the 
Federal  Department  of  Labor,  approximately  fifteen  per  cent.  Later,  in  July 
living  costs  having  continued  to  increase,  and  the  metal  markets  having  improved, 
the  wage  scale  was  restored,  and  continued  in  effect  until  January  1921,.  when  a 
reduction  of  approximately  fifteen  per  cent,  was  made. 

During  1919,  while  the  export  demand  was  limited,  there  was  a  large  domestic 
consUimption  of  copper.  Toward  the  end  of  the  year  a  good  buying  movement, 
both  domestic  and  foreign,  occurred,  which  carried  over  into  1920,  and  apparently 
justified  the  expectation  that  business  for  the  yaer  would  show  a  satisfactory 
rate  of  consumption. 

After  January  1,  1920,  and  during  the  first  eight  mgnths  stocks  shpwed  a 
satisfactory  decline,  when,  on  account  of  the  general  cessation  of  business  activity 
in  this  country,  the  industrial  collapse  in  the  Orient  and  the  general  unsatisfac- 
tory business  and  political  situation  in  Europe,  the  trade  was  adversely  affected, 
and  notwithstanding  the  general  curtailment  throughout  the  industry,  with  but 
few  exceptions,  to  approximately  forty  per  cent,  of  normal  production,  stocks 
began  to  increase,  and  have  steadily  accumulated. 

The  average  production  of  copper  from  the  reduction  works  of  your  Company, 
during  the  years  1916,  1917  and  1918,  equalled  292,752,406  pounds.  The  average 
for  the  years  1919  and  1920  equalled  148,120.998  pounds.  This  decrease  in  pro- 
duction, with  the  enormous  increase  in  freight  rates,  and  the  cost  of  fuel  and 
other  supplies,  has  resulted  in  an  excessive  cost  of  production,  while  at  the,  same 
time  the  price  has  decreased  to  beneath  the  level  of  pre-war  prices,  resulting  in 
serious  loss  on  metal  sold.  . 

Under  these  circumstances,  there  being  no  improvement  in  sight,  the  stock  of 
metals  carried  being  as  large  as  your  Directors  feel  warranted  in  having  the 
Company  finance,  the  loss  on  metals  sold  being  greater  than  can  be  long  sustained, 
it  is  believed  that  in  order  to  cbnserve  the  property  of  the  Company  and  prevent 
the  depletion  of  its  ore  reserves,  the  situation  had  reached  the  point  where  the 
complete  suspension  of  production  is  necessary  for  the    present. 

The  mines  and.plants  of  your  Company  are  in  good  condition,  and  can  and  will 
be  so  kept  that  a  norinal  production  at  reasonable  cost  can  be  speedily  made 
whenever  there  is  suflBcient  improvement  in  the  business  situation  to  warrant 
an  output  on  an  economic  basis. 

John  D.  /  Ryan, 
Chairman  of  the  Board. 
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Share  of  slocks  of  refined  copper  in  North  and  South  America  held  in  pooling  arrange- 
ment by  Copper  Export  Association,  Inc.,  monthly,  1921-1923 

[Amount  in  short  tonsj 


Total  re- 
fined 
stocks, 
first  of 
month 

Pooled  for  sale  in 
export  trade 

Year  and  month 

Amount 

Per  cant 
of  total 

1921 

320,737 
346,977 
359,994 
366, 099 
373, 609 
367, 874 
364,235 
354,389 
340,899 
32fi,  261 
307, 256 
281, 308 

267, 968 
260, 018 
247, 706 
230, 659 
216,820 
206,212 
183, 714 
165, 939 
158, 283 
156,212 
140,865 
142, 705 

149,393 
134, 153 
125,484 
114, 336 
104,828 
102, 398 
98,846 
106,811 
106,790 
126,549 
137, 089 
131,953 

March-..                                                    - - 

200,000 
200,000 
200,000 
200,000 
200,000 
200,000 
194, 225 
194,225 
176,  525 
176, 525 

176, 525 
148, 525 
135, 625 
126, 405 
126,405 
126,405 
126,405 
107, 085 
99, 475 
95, 305 
88,840 
88,840 

88,840 
73,005 
62,275 
31,523 
19,988 
11,672 
5,717 
2,065 

55.6 

April...                                                                      

64.6 

May  .                                                                              

53.6 

June .                                     .... 

54.4 

July . 

54.9 

August..                                                                           .  - 

56.4 

September                                                                        _      

57.0 

October .                        

69.7 

November                                                     _._ 

57.6 

December                                                                  .  .  . 

62.8 

1922 
January                                                                                  

65.9 

February.-                                                    

57.1 

March-  .                                                             ..- 

54.8 

April...                                                                   .- - 

54.8 

May..                                                                         .- 

68.3 

June ------  --- 

61.3 

July - 

68.8 

August.                                                                                                  ------ 

64.5 

September                                                                        

62.8 

October.. .            -.-  

61.0 

November                                                     -  -  -  _--. 

63.1 

December  -  . 

62.3 

January ,                      _ --- 

69.5 

54.4 

March---                                                    . - - 

49.6 

27.6 

May-.-                                                                           -  -- 

19.1 

11.4 

July.                                                                                 

5.8 

1.0 

Source:  Prepared  by  the  staff  of  the  T.  N.  E.  O.  from  figures  compiled  by  R.  R.  Eckert,  former  manager 
of  Copper  Export  Association,  Inc. 
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United  States  of  America 

department  of  justice 

February  IS,  1940. 
Pursuant  to  Title  28,  Section  661,  U.  S.  Code  (Sec.  882,  Revised  Statutes),  I 
hereby  certify  that  the  annexed  paper  is  a  true  copy  of  the  original  record  in  this 
Department  of  a  nine  (9)  page  list  of  copies  of  cables  to  Berlin,  prepared  by  the 
Copper  Export  Association. 

In  witness  whereof,  I  have  hereunto  set  my  hand,  and  caused  the  seal  of  the 
Department  of  Justice  to  be  affixed,  on  the  day  and  year  first  above  written. 

[SEALJ  F.    D.    QUINN, 

Adminisfrative  Assistant  to  the  Attorney  General. 
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Copper  Export  Association,  inc., 
#25  Broadway,  New  York  City. 

June  29th,  1922. 

COPIES    OF    CABLES   TO   BERLIN 

02145  Dec.  2nd,  1919.     9:30  P.  M. 

Firmer  feeling  here  seenas  have  reached  bottom.  We  are  looking  for  general 
buying  movement  here  and  abroad  in  the  near  future  which  will  most  probably 
take  a  large  quantity.  Price  leaving  receded  six  cents  per  pound,  reaction  seems 
assured.  All  large  consumers  here  and  elsewhere  having  kept  out  market, 
must  buy  largely  for  first  quarter.  Consumers  here  very  busy,  consumption 
here  double  prewar. 


08149  Dec.  8th,  1919.     6:00  P.  M. 

Market  full  half  cent  higher  going  strong.     Continue  discretion   suggest  ] 
stricting  sales  not  over  500  tons  daily. 


03170  January  3,  1920.     3:30  P.  M. 

Market  here  19^  to  }{  demand  continues  good  Paris  getting  20^  to  21^ 
London  average  20>^  this  for  your  private  information  only  We  want  continue 
selling  and  meeting  competition. 


06173  January  6,  1920. 

Dealers  bidding  20  to  203^2  f.  o.  b.  for  export. 


07207.  February  7,  1920. 

Market  here  unsettled  because  of  exchange  expect  improvements  in  the  nfear 
future  average  price  19  cents.  Speculators  are  sellmg  out  small  quantities 
February  1^%  cents  to  13%  cents.  Your  prices  most  satisfactory  but  do  not 
hold  above  competitors. 


27246.  March  27,  1920. 

We  have  offered  Finspongs  200  tons  19%  cents  same  as  Svenska.  Active  de- 
mand here  19  cents  higher  prices  inevitable  hold  20  cents  including  July  ship- 
ment if  necessary  but  sell  sparingly  July  shipment  acknowlege  receipt. 


03251.  April  3,  1920.     5:00  P.  M. 

Demand  here  very  large  consumption  continues  on  record  scale  sales  March 
160,000  tons  price  here  19%  We  think  20  cents  fully  warranted  but  at  your  dis- 
cretion meet  competition  down  to  19%  cents.  Referring  to  your  cable  82  what 
will  be  the  rate  of  insurance  in  what  companies  can  you  insure  if  necessary  you 
may  insure  unless  rate  prohibitory.  We  have  shipped  Dornach  25%  tons  cakes 
Lapland,  referring  to  specific«ition  87  50  tons  cakes  S/S  Kerlew. 


30273  April  20th,  1920.     4:00  P.  M, 

Refineries  output  largely  curtailed  by  railway  situation  despair  of  selling  any 
improvement  for  some  time  to  come  copper  market  liere  is  firm  none  forcing 
market  small  quantities  outsiders  possibly  obtainable  18%^  New  York  nearby 
deliveries. 


21292  May  21,  1920. 

We  are  not  very  Anxious  about  the  present  situation  London  market  it  will 
run  its  course  and  in  due  time  we  shall  do  business  there.  Meantime  we  have 
withdrawTi  from  the  market  and  are  not  meeting  competition  stop.  We  feel 
differently  with  regard  to  your  market  and  authorize  you  to  meet  any  fair 
competition  on  a  conservative  basis  for  June/ July  shipments  down  to  19%^  CIF 
Hamburg  usual  extra  Scandanavia  stop.  Refineries  at  New  York  still  short  of 
blister  "account  of  transportation  delays  production  for  April  May  50%  of  normal 
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stop.     We  shall  rely  on  you  to  act  very  cautiously  and  are  willing  that  you  act 
according  to  your  best  judgement. 


10380  September  10,  1920.     5:00  P.  M, 

Small  quantity  second  hand  copper  pressing  market  here,  with  which  producers 
are  not  competing.  We  believe  fundamental  conditions  sound.  Your  sales  are 
satisfactory. 


04423  November  4,  1920.     5:00  P.  M. 

Referring  to  your  cable  03260  suggest  competing  actively  with  dealers  meet 
competition  down  to  15>^^.  We  would  prefer  undersell  them  slightly  then  run 
the  risk  of  losing  business.     Sales  here  during  the  month  of  October  75,000  tons. 


05426  November  5,  1920.     6:00  P.  M. 

There  is  a  great  improvement  situation;  there  is  a  large  demand  here  and 
abroad.  We  have  increased  Paris  15J4  November  shipments,  15^  December 
shipment,  15}^  January  shipment.  We  do  not  wish  tie  your  hands.  At  your 
discretion  do  best  possible  but  sell.  Our  impressions  is  your  competitors  are 
not  free  sellers,  anticipating  higher  market.  We  authorize  you  to  sell  1000  tons 
each  Nov. /Dec. /Jan.  shipments. 


16432  November  16,  1920.     5:00  P.  Mi   ' 

Cancel  our  previous  instructions:  You  may  sell  1000  tons  each,  December 
shipment  15(i  per  lb.  January  shipment  15}^^.  February  shipment  15J4^  until 
Monday. 


08474  January  8,  1920.     1:30  P.  M. 

There  is  movement  on  foot  take  large  quantity  copper  off  market  actual  sale 
decision  expected  in  the  near  future.     For  your  private  information  only. 


15482  January  15,  1921.     1:00  P.  M. 

You  may  sell  January  shipment  13^^,  February  shipment  ISyi,  March  shipment 
13^8  total  amount  1,000  tons.  Watch' the  market  very  closely;  telegraph  imme- 
diately if  our  price  above  the  market  price. 


17483  January  17,1921.     5:00  P.M. 

Meet  competition.  You  may  sell  total  amount  1,000  tons.  Stop.  Referring 
to  your  cable  No.  318,  Fedrazione,  7%  Braden  you  may  sell  Mar./Apr.  shipment 
Valparaiso  13j5  GIF  Genoa. 


29496  January  29,  1921.     3:30  P.  M. 

S/S  Bologna  prefer  store  Genoa  rather  than  sell  now  under  13%.  Please  arrange 
accordingly.  We  expect  considerable  advance  in  the  near  future.  Do  not  sell 
more  than  500  tons  total  Electro  Feb. /Mar.  Shipts.  13J4,  discretion  13.15.  We 
would  prefer  lose  business  than  meet  competition  at  less  than  above  limits. 


01498  February  1,  1921.     7:00  P.  M. 

You  may  sell,  total,  500  tons,  February/ March  shipment,  13)4  cents  lb.  mini- 


21517  February  21,  1921.     5:00  P.  M. 

You  may  sell  1,000  tons  daily  until,  further  notice  at  market  price  13^  minimum 
March  April  shipments.  Competition  more  active  here.  We  do  not  want  lose 
any  business  on  account  of  holding  too  high. 
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01526  March  1,  1921.     5:00  P.  M. 

Referring  to  your  cable  No.  366  do  not  sell  below  130.  Cannot  see  the  advan- 
tage if  we  meet  this  competition  at  the  present  time.  Keep  us  well  informed  as  to 
your  market. 


03529  March  3,  1921.     8:45  P.  M. 

We  want  to  keep  in  the  market,  not  leave  the  business  in  the  hands  of  competi- 
tion entirely.  You  may  meet  competition  down  to  12^^  cents  GIF  moderateo 
quantities,  without  pressing  market  or  showing  anxiety  sell. 


15534  March  15th,  1921.     5:00  P.  M. 

Cannot  clearly  see  our  way  meet  eompetltion  at  the  present  time.  We  may  if 
it  is  a  business  of  consideraolo  Impoftanoe.  Keep  us  well  informed  ap  to  your 
market.  Please  telegraph  in  even  you  have  any  definite  business  in  sight.  We 
Will  give  definite  instructions  during  the  next  few  days. 


24545  March  24,  1921. 

Referring  to  your  cable  No.  382,  we  will  accept  subject  to  following  condition: 
the  buyers  will  be  responsible  also  banks  for  final  payment  half  credit  Banca  Com- 
merciale  Italiana  London  -Branch,  half  Banca  Commerciale  Italiana  New  York 
Branch,  60  day  acceptance.  Stop.  Market  outlook  materially  better  on  account 
of  prospect  greatly  reduced  production;  were  considering  withdrawal  offer  on  ac- 
count of  price  and  failure  accept  offer,  finally  decided  we  leave  it  to  you  question 
time  shipment.     Try  limit  shipment  third  quarter 


28548  March  28th,  1921.     2:30  P.  M. 

Hold  at  12%?f  minimum  500  tons  daily  April  May  shipments.  We  are  not  anx- 
ious sellers.  We  expect  better  market  when  reduction  output  generally  known. 
Stop.  Our  impression  is  leading  competitors  no  longer  anxious  sellers  offering 
continuously  small  quantities  immediate  shipment.     Are  we  right? 


02556  April  2,  1921.     2:00  P.  M. 

All  steamship  lines  suddenly  advance  rate  54  cent  per  lb.  Hold  at  13  cents  lb. 
minimum,  not  exceeding  500  tons  daily,  April/May  shipment.  Our  competitors 
know  rate  of  freight  is  advanced,  will  undoubtedly  raise  their  price. 


10581  May  10,  1921.     7:00  P.  M. 

You  may  sell  not  more  than  750  tons,  total  daily.  May  June  shipment  13^^ 
cents.     You  should  obtain  premium  for  delivery  from  stock  }i  cent. 


165S7  May  16,  1921.     5:00  P.  M. 

Referring  to  your  cable  No.  428,  you  may  sell  1,000  tons  post  office  June  ship- 
ment 13}4fi.  Stop.  You  may  sell  not  more  than  750  tons  total  daily  June  July 
shipment  13>^0. 


07609  June  7,  1921.     6:30  P.  M. 

Do  not  care  to  withdraw  from  the  market  entirely.  We  leave  it  to  you  asking 
price.  Accept  privately  prices  leading  competitors  down  to  13%  cents  lb.  Com- 
mencing immediately  allowance  for  cathodes  $3.00  per  2,000  lbs.  We  have  ship- 
ped Sevenska,  30  tons  square  cakes,  per  S/S  Drottingholm.  Referring  to  your 
cable  No.  445  Chaudoir,  we  have  shipped  50  tons  per  S/S  Mystic. 


14613  June  14,  1921.     7:00  P.  M. 

Desire  to  remain  in  the  market  in  order  to  secure  fair  share  current  business. 
Leave  the  matter  to  your  judgment  meet  leading  competitors,  June/July/ August 
shipment.     Try  to  get  premium  August  shipment. 
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01623.  July  1,  1921.     5:00  P.  M. 

Bessemer  most  of  production  balance  of  year  disposed  of.     You  may  sell  1,000 
tons  July  August  September  shipment  12%^.     Genoa  acceptance  here  next  week. 


07626  July  7,  1921. 

Bessemer  withdraw  our  offer.  Referring  to  our  cable  624  you  may  sell  500  tons 
September  shipment  13Ji0  500  tons  October  shipment  13^  acceptance  here  Mon- 
day. 


19634.  July  19,  1921.     5:00  P.  M. 

Referring  to  your  cable  No.  476  who  are  the  parties  offering     What  quantity 
renew  the  offer  of  referring  to  our  cable  No.  620     Do  not  go  below  12%(5. 


02643  August  2,  1921.     6:00  P.  M. 

In  order  to  keep  in  the  market  meet  leading  competition  down  to  12J<4  cents  lb. 
August/September  shipment.  Do  not  wish  to  sell  large  quantity  this  price.  Do 
not  sell  more  than  200  tons  daily  each  buyer. 


12650.  August  12,  1921.     10:00  P.  M. 

Market  stronger  here.  Increase  limit  Ys^  or  more  if  in  your  judgment  conditions 
in  your  market  warrant.  Hold  strictly  to  instructions  limiting  quantity,  as  per 
our  telegram  previous.  Understand  competitors  here  holding  12)^0  to  12)4^ 
F.  A.  S.  New  York.  Do  not  wish  to  sell  large  quantities  at  this  price.  Stop. 
Bessemer:  repeat  our  last  offer.  Referring  to  our  cable  No.  639  acceptance  here 
August  18. 


16652.  August  16,  1921.     6:00  P.  M. 

If  leading  competitors  continue  to  offer  at  this  price,  12}^  cents,  you  may  sell 
down  to  12)^  cents  lb.  GIF.  We  desire  to  remain  in  the  market  but  repeat,  want 
to  sell  very  sparing  at  this  price.  Advance  at  any  good  buying  and  keep  us  ad- 
vised. 


31663.  August  31,  1921.     5:00  P.M. 

Refer  to  our  cable  662  advance  to  12}4.  This  price  is  minimum  get  higher 
prices  if  conditions  warrant.  Referring  to  your  letter  405  sails  from  New  York 
three  times  a  month.  You  may  sell  }4ji  more  than  Hamburg.  Referring  to  our 
cable  shall  we  ship  300#  blunt  wirebars.  Telegraph  what  are  specifications  Metall- 
geselischaft. 


01665.  September  1,  1921.     5:00  P.  M. 

Disregard  our  letter  720  cancel  previous  instructions.  You  may  sell  not  more 
than  300  tons  total  12%0  not  more  than  500  tons  total  12}4(4  at  present  do  not  sell 
dealers.  We  understand  principal  competitors  out  of  the  market.  Please  confirm 
try  to  keep  position  confidential. 


17677  September  17,  1921.     1:00  P.M. 

Referring  to  your  cable  No.  528  demand  J4(4  premium  Italy  Sweden.     Our  low- 
est price  is  12%0-  lb.     Market  much  stronger.     Very  little  offering  on  this  side. 


04692.  October  4th,  1921.     5:00  P.  M. 

We  have  shipped  consignment  Haniburg   100  tons  wirebars  ptd.    175#  S/S 
Mount  Seward.     Buying  continues  here  market  stronger  with  advancing  tendency. 


04718  November  4th,  1921. 

Advance  our  last  price  to  13^^  cents. 
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22628  November  22,  1921.     5:30  P.  M. 

You  may  sell  not  more  than  1000  tons  total  daily  @  13)^(4  lb.     December/Jan- 
uary shipment. 

02739  December  2,  1921. 

You  may  sell  not  more  than  1000  tons  total  daily  140  minimum. 


05772  January  5,  1922.     5:45  P.  M. 

In  view  of  sales  September  to  December  total  250,000  tons  of  2240  lbs.,  and  in 
view  of  winter  conditions  and  shortage  labor  mining  camps  very  little  new  pro- 
ductions can  be  available  before  second  half.  Advance  out  last  price  to  14^4 
cents.     January/February/ March  shipment. 


06773  January  6th,  1922.     5:15  P.  M. 

We  believe  there  is  undue  apprehension  regarding  starting  mines  as  copper  will 
not  be  available  for  long  time.  Do  not  pay  any  attention  to  rumors.  Begoverned 
referring  to  our  cable  No.  772. 

07793  February  7,  1922.     12  P.  M. 

We  want  to  proceed  very  cautious  in  reducing  price  but  think  wise  get  closer 
touch  with  market.  We  do  not  want  make  situation  any  worse  than  our  com- 
petitors already  have  made  it.  Think  that  they  must  be  well  sold  and  not  in  a 
position  to  ship  promptly.  Authorize  you  to  accept  down  to  13^  cents.  Do 
your  best  keep  confidential  only  disclose  your  price  where  you  have  reason  to 
believe  business  in  sight.  We  are  not  anxious  sellers.  Have  sold  so  little  Feb- 
ruary/March shipment  nothing  thereafter  that  are  of  the  opinion  that  considerable 
business  must  be  coming  along  and  buyers  are  waiting  revision  our  price.  What 
is  your  opinion  as  to  price  and  quantity  for  next  three  months.  We  repeat,  act 
cautiously  and  show  no  anxiety  to  sell.  On  next  buying  movement  will  try  to 
work  price  up.  Stop.  Bessemer  copper — accept  12.60  cents  Genoa,  February/ 
March/ April  shipment. 

09795  February  9,  1922.     5:30  P.  M. 

Meet  competition  down  to  13%<5  not  over  1200  tons.  Act  cautiously  as  we 
hope  present  depressed  market  conditions  will  clear  up  and  prices  will  advance. 
Avoid  any  fixed  price.  Try  to  obtain  better  prices  when  it  is  possible.  Do  not 
sell  dealers.  Hefer  to  your  cable  No.  656,  cable  received  10th  word  incompre- 
hensible.    Please  repeat, 

21804,  February  21,  1922.     5:50  P.  M. 

Referring  to  our  cable  No.  795,  meet  competition  down  to  13.10ji  per  lb.  GIF. 
February/ March/ April  shipment.  If  you  find  competitors  going  lower.  At 
vour  discretion  you  may  make  slight  concessions. 


23805.  February  23,  1922.     5:45  P.  M. 

In  present  state  of  market  must  trust  your  discretion  minimum  12%0  please 
act  with  great  caution.  Do  not  quote  minimum  unless  it  will  lead  to  sure  busi- 
ness. We  are  not  anxious  sellers  but  want  to  keep  in  game.  Meet  competition 
only  American  Metal  Company.     Ignore  competition  others. 


01813  March  2,  1922. 

Sell  until  you  hear  from  us  further  at  the  same  price  leading  competitors  with- 
out restriction  as  to  quantity  minimum  130  stop.  General  business  conditions 
here  improving  stop.  Offer  1000  tons  Bessemer  July-December  12J^0  stop. 
For  your  information  only  February  sales  50000  tons  of  2000  pounds  shows 
underlying  conditions  are  soun(|. 

04817  March  6,  1922. 

Leading  competitors  position  changed  pressure  to  sell  has  been  withdrawn  by 
everyone  outlook  thereby  greatly  improved.     Large  business  has  been  done  here 
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this  week.  Spring  demand  promises  continuance  large  business.  Do  not  wish 
to  give  positive  instructions  leave  the  matter  to  your  judgment  and  decision  to 
keep  (in)  touch  with  market  and  regulate  your  prices  accordingly. 


28838  March  28th,  1922, 

We  leave  the  price  to  you  the  reason  is  we  want  to  keep  in  the  market  without 
forcing  sales  do  not  sell  more  than  1000  tons  total  daily  Bessemer  Braden  12)-^^  lb. 
Buyers  representative  participating  Chile  weighing. 


01842  March  1,  1922.     1:30  P.  M. 

Porphyrys  resume  mining  today.  Their  production  available  market  July 
1000  tons  gradually  increasing  monthly  thereafter.  Stop.  All  American  mills 
busy.  They  are  clearing  out,  stocks.  In  our  opinion  they  must  buy  largely  for 
May/June  requirements  stop.  Sales  March  large.  Will  cable  you  quantity 
Monday.  If  consumption  continues  as  at  present  there  may  be  shortage  before 
new  production  is  available. 

03843  March  3,  1922.     8:30  P.  M. 

Referring  to  your  cable  No.  704.  Maffei.  Please  deliver  from  consignment 
afloat  on  account  of  pressure  on  market  we  are  unwilling  to  continue  reduction 
price.  Do  not  consider  justified.  Reaffirm  conditions  as  per  our  cable  No.  842. 
Do  not  go  below  12%(i.  Hope  you  wiU  conceal  your  position.  Do  not  quote 
fixed  price.  Total  sales  last  month  about  94,000  tons  of  2000  lbs. 
C.  K.  J.  C.  T.  W.  not  in  5:30  P.  M. 

C.  A.  A.      F.  S.  G.   "     "     "      " 
H.  M.  B.  "    "     "      " 


(04845— cable  No.)  April  4,  1922.     8:00  P.  M. 

Advance  minimum  to  12%f5.  The  daily  tonnage  1000  tons  given  you  is  for 
general  distribution  to  keep  in  touch  with  all  your  markets  and  not  for  one  or  two 
buyers.     Prefer  you  do  not  disclose  your  position  to  leading  competitors. 


05847  April  5,  1922.     5:30  P.  M. 

Hold  13)i^  regardless  of  competition  maximum  1000  tons  daily.     Business 
conditions  here  steadily  improving.     Expect  large  consumption  2nd  quarter. 


11853.  April  11,  1922.     5:00  P.  M. 

In  order  to  give  you  latitude  and  avoid  fixed  minimum  price,  quote  openly  at 
13)^(4  lb.  GIF.  Privately  meet  competition  down  to  13.07^^  lb.  GIF.  We  havfe 
shipped  contract  No.  53  S/S  Guiseppe  Verdi. 


25864  April  25,  1922.     5:30  P.  M. 

In  our  opinion  general  conditions  justify  higher  price.  Please  hold  13>^0 
minimum  to  everyone.  Daily  maximum  1000  tons  stop.  Authorize  you  to 
accept  post  office  in  addition  to  daily  quantity  down  to  13.10.  We  are  very 
doubtful  whether  your  competitors  can  obtain  this  quantity  for  nearby  delivery. 


29869  April  29,  1922.     2:00  P.  M. 

Advancie  limit  to  ISYt^.  In  order  to  avoid  fixed  price  give  you  discretion  down 
to  13.225  or  13.20.  In  all  cases  get  highest  price  possible.  Ignore  competition 
dealers  speculators.     There  is  very  little  copper  free  for  nearby  delivery. 

20888  May  20,  1922. 

Advance  Ysi^  subject  to  same  conditions.  Stop.  Referring  to  your  cable  750 
26  tons  133^(4  GIF.  Hamburg  or  13^^  FAS  Valparaiso  prompt  shipment  from  Ghile 
from  what  consignment  will  you  deliver  (or  have  you  delivered)  referring' to  con- 
tract 87. 
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29898  Mat  29,  1922,     6:00  P.  M. 

Confirm  sales  1000  tons,  14.10.  Authorize  sale  additional  1250  tons,  14.10 
canmot  accept  less  for  following  reasons.  Doubtful  if  such  quantity  obtainable 
elsewhere  for  prompt  shipment,  14.10.  Stocks  are  decreasing  steadily.  Market 
here  14$^  with  practically  only  two  or  three  sellers  for  June/ July  shipment.  Higher 
market  generally  expected.  Paris  sold  last  week  (in)  13.10  and  143^.  England 
also  buying  freely  about  same  price.  Market  here  Ys  higher  today.  Please 
confirm  additional  1250  tons  immediately.     State  time  of  shipment. 


29899.  May  2S,   1922. 

We  do  not  understand  your  continuous  report  13.95.  Who  are  the  sellers. 
Think  there  must  be  mistake  somewhere.  Dealers  pay  here  13Ji  free  alongside  for 
export.  Want  keep  in  the  market.  Hold  14.10  with  discretion  down  to  14.05 
only  in  special  cases. 

02903  June  2,  1922.     5:00  P.  M. 

Benjamin  states  copper  sold  here  today  14(4  free  alongside  stop.  Have  sold 
London  today  400  tons,  14 J^  GIF.  understand  American  Metal  Co.  Your  market 
now  14)^ji.     Please  confirm>  get  all  you  can  (from)  without  losing  business. 


10907  June  10,  1922.     1:30  P.  M. 

Copper  can  be  bought  here  second  hands  13%  free  alongside.  Paris  sold  rai 
tilleries  today  14.18.  Stop.  Freight  rates  (is)  have  been  reduced  (to).  Author- 
izes you  to  accept  liYs  niinimum.  Get  all  you  can  (from)  without  losing  business. 
Keep  away  from  set  price.  Consumption  here  excellent.  Consider  market 
strong  but  temporarily  quiet  owing  heavy  buying  previous  months. 


17912.  June  17,  1922.     1:30  P.  M. 

Consumption  here  excellent  through  summer  months,  market  here  influenced 
by  offerings  second  hands  13%  F.  A.  S.  N.  Y.  Assume  there  will  not  be  much 
buying  in  your  market  in  near  future  and  it  will  be  best  (to)  to  take  nominal 
position  saying  our  idea  is  14(6  stop.  As  soon  as  buyers  again  enter  market  let 
us  know  we  will  then  probably  meet  competition  as  we  want  full  share  business 
being  done.  Stop.  We  understand  others  are  offering  (it)  in  your  market  with- 
ouf  doing  much  business. 

24921.  June  24,  1922.     2:00  P.  M. 

Second  hands  have  disposed  of  their  holdings.  Market  situation  clearing  up. 
Benjamin  bought  small  lot  yesterday  13%  FAS.  Price  today  13.70  FAS.  Are 
informed  that  leading  competitors  now  14^  GIF.  Think  situation  fully  warrants 
your  getting  that  price,  therefore  hold  14^  minimum.  Keep  us  well  advised  as 
to  competitors  particularly,  $  metallgesellschaft,  ignQre  Brandies  Goldschmidt. 
Other  dealers  who  have  small  quantity  only  stop.  Consumption  here  enormous, 
every  mill  full  capacity  through  summer  months. 
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Exhibit  No.  2116 

[Copy] 

New  York,  May  26th,  1921. 
Mr.  F.  H.  Brownell, 

Building. 

Dear  Sir:  In  line  with  our  yesterday's  talk  I  am  handing  you  herewith  a 
statement  showing — 

1 — The  net  price  realized  by  the  Copper  Export  Association  reduced  to  a  net 
New  York  basis,  but  with  no  deduction  for  their  office  or  operating  expenses. 

2 — Engineering  &  Mining  Journal  net  New  York  price  for  the  same  months. 

3 — Net  price  realized  by  this  Company  since  January. Ist  last  when  the  new 
Sales  Agency  was  formed.  This  last  figure  includes  not  only  our  domestic  sales 
but  also  our  proportion  of  the  Export  Association  sales. 

You  will  note  from  the  attached  that  the  Export  Association  have  realized 
constant  and  substantial  premiums  over  the  prices  quoted  by  the  Engineering 
&  Mining  Journal.  The  E.  &  M.  Journal  prices,  although  possibly  influenced 
by  the  foreign  prices,  represent  primarily  the  domestic  prices  of  copper. 

You  will  also  note  that  the  Export  Association's  price  for  the  first  four  months 
of  this  year  are  higher  in  every  month  than  the  price  realized  by  this  Company. 
As  our  prices  are  a  combination  of  domestic  and  export  prices,  it  follows  that  on 
purely  domestic  sales  our  average  must  have  been  less  than  our  combined  aver- 
age on  domestic  and  export  sales,  and  therefore  that  the  difference  in  favor  of  the 
Export  Association's  prices,  as  compared  with  the  domestic  prices,  is  even  larger 
than  indicated. 

I  have  gone  over  hurriedly  our  detailed  record  of  sales  day  by  day  since  the 
first  of  the  year,  and  with  very  few  exceptions  the  net  price  realized  by  the 
Export  Association  was,  on  each  day,  higher  than  the  net  price  realized  on 
domestic  sales. 

All  of  the  above  bears  out  the  very  strong  impression  which  I  have  had  that  the 
net  price  realized  by  the  Export  Association  was  very  considerably  in  excess  of 
the  domestic  price  day  by  day.  This  is  further  borne  out  by  the  fact  that  those 
agencies  such  as  the  American  Metal  Co.  who  are  independent  to  sell  in  the  high- 
est market,  have  sold  approximately  80%  of  their  total  in  the  foreign  market  and 
only  20%  in  the  domestic  market,  thereby  showing  conclusively  that  either  the 
foreign  market  has  been  the  more  tempting  market,  or  the  American  Metal  Co. 
have  not  been  "on  the  job."  I  have  never  heard  anyone  accuse  them  of  the 
latter. 

The  only  way  to  prove  conclusively  the  facts  of  the  situation  would  be  to  have 
the  Export  Association  make  a  daily  record  of  their  net  prices  from  day  to  day 
since  the  organization  of  the  Association,  and  then  have  the  various  agencies  each 
make  up  a  similar  record  of  their  net  prices  for  domestic  sales  on  the  same  days, 
and  submit  it  either  as  a  joint  statement  through  the  Manager  of  the  Export 
Association  or  individually,  for  comparative  purposes. 

This  would  entail  considerable  clerical  work,  and  unless  it  was  of  vital  impor- . 
tance  should  not,  to  my  mind,  be  necessary,  as  the  exhibit  I  have  given  proves 
conclusively,  to  my  own  mind,  the  fact  that  the  Export  Association  prices  huve 
been  consistently  above  the  domestic  prices  of  its  members,  both  prices  translated 
into  net  New  York  figures. 
Yours  very  truly, 

(Sgd.)     H.  M.  Brush. 
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Sold  During: 

Price    Realized 
by  Copper  Exp. 
Assoc,  on  Basis 
FOB.N.  Y. 

E.  &  M.  Jour- 
nal Price: 

Difference 

in  favor  of 

Export 

Assoc: 

1919: 

February 

17.00* 

16.  763* 
14.856* 
15.246* 
15.864* 
17. 610* 
21.604* 
22. 319* 
21. 755* 
21.534^ 
19.758* 
18.295* 

.237* 

March . - 

15.53* 
15. 97* 
17.84* 
21. 47* 
23.71* 
21.63* 
22. 24* 
20.61* 
19. 18* 

.284* 

May -  -.    -  -    -  - 

.  106* 

June       .      .         ..       -      

.230* 

July                    

1.134* 

August                                       .         

1.391* 

September. .- -.- 

1. 125* 

October ..- . . 

.706* 

November    

.852* 

December            ..  -      .  .  .  

.885* 

Average                       

19.23* 

18. 691* 

.403* 

1920: 

19.93* 
19. 45* 
18.99* 
19. 29* 
19.10* 
18.74* 
18.70* 
18.93* 
18.73* 
16.32* 
14.79* 
13.  79* 

18. 918* 
18.  569* 
18.331* 
18. 660* 
18.484* 
18.065* 
18.  .576* 
18.346* 
18.144* 
15.934* 
14.  257* 
13.188* 

1.012* 

.881* 

March ...  

.659* 

May                ._ 

.630* 
.616* 

.675* 

July -:- _ 

.124* 

August 

.584* 

September. . -. -. 

.586* 

.386* 

TSToveTTihpr 

.533* 

.602* 

18. 36* 

17.456* 

.607* 

1921: 

January 

(2) 
12.97*    12.87 
13.10*    12.77 
12.52*    12.11 
12.68*    12.53 

12.  597* 
12.556* 
11.976* 
12.438* 

.373* 

544* 

March 

544* 

.242* 

Average . 

12. 85* 

12. 392* 

.426* 

1  Negative  amount.* 

2  Net  sales  price  riealized  by  the  A.  S.  &  R.  Co,  for  its  domestic  sales  and  its  proportion  of  the  export  sales 
combined. 

Average  prices  in  column  1  are  based  on  weigMed  averages  of  sales  actually 
made  by  Copper  Export  Association. 

Average  prices  in  column  2  and  3  are  determined  by  addition  of  the  monthly 
averages,  divided  by  the  number  of  nrfonths. 

Mat  25,  1921. 
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Share  of  World  Production  of  Copper  Controlled  by  Members  of  Copper  Exporters, 

Inc.,  1927-Sl 

[Amount  in  short  tons] 


1927 

1928 

1929 

Item 

Amount 

Per- 
cent 

Amount 

Per- 
cent 

Amount 

Per- 
cent 

Total  world  production 

1,682,361 

100.0 

1,894,003 

100.0 

2,118,209 

100.0 

Controlled  by  members  of  C.  E.,  Inc 

1,427,004 

84.8 

1,625,073 

;,85.8 

1,803,687 

85.1 

United  States  companies  and  their  sub- 
sidiaries  - .--  - 

1,128,399 

67.1 

1,286,668 

67.9 

1, 409, 155 

66.5 

United  States  production 

794, 800 
333, 539 

47.3 
19.8 

883, 597 
403,071 

46.6 
21.3 

967, 915 
441, 240 

45.7 

Foreign  production . ... 

20.8 

Foreiirn  companies  . 

298,605 

17.7 

338, 405 

17.9 

394,  .532 

18.6 

Controlled  by  non-members  of  C.  E.,  Inc 

255, 357 

15.2 

268,930 

14.2 

314,  522 

14.9 

United  States  companies  and  their  sub- 
sidiaries.   United    States    production 

52, 559 
202,798 

3.1 
12.1 

51,602 
217, 328 

2.7 
11.5 

58,433 
256,089 

2.8 

Foreign  companies.- _-  

12.1 

Percent  of  United  States  r-oduction  con- 
trolled by  members  of  C.  E.,  Inc .-- 

93.8 

94.5 

94.3 

1930 

1931 

Item 

Amount 

Per- 
cent 

Amount 

Per- 
cent 

Total  world  production                        .      .  .           ..  .  . 

.1,734,745 

100.0 

1,487,992 

UOO.O 

Controlled  by  members  of  C.  E.,  Inc 

1,378,800 

79.5 

1.155,481 

77.7 

United  States  companies  and  their  subsidiaries. 

965, 858 

65.7 

801,547 

53.9 

United  States  production         -    .    .- 

647,049 
318, 809 

37.3 
18.4 

479,366 
322, 181 

32.2 

Foreign  production .- ..,.. 

21.7 

Foreign  companies 

412,942 

23.8 

353,934 

23.8 

Controlled  by  non-members  of  C.  E.,  Inc 

355,945 

20.5 

332, 511 

22.3 

United  Stites  companies  and  their  subsidiaries,  United 
States  production  only 

63,641 
292,304 

3.7 

16.8 

45, 265 
287, 246 

3.0 

Foreign  companies.^... 

19.3 

Percent  of  United  States  production  controlled  by  members 
of  C.  E.,  Inc :. 

91.0 

91.4 

Source:  Prepared  by  the  staff  of  the  T.  N.  E.  C.  from  figures  compiled  by  R.  R.  Eckert,  former  manager 
of  Copper  Exporters,  Inc.    Original  figures  from  American  Bureau  of  Metal  Statistics. 
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Exhibit  No.  2120 
Members  of  New  York  Committee  of  Copper  Exporters^  Inc. 

The  following  is  a  list  of  the  Members  of  the  New  York  Committefe,-  their 
substitutes,  and  the  Companies  represented  by  each: 

J.  Clendenin E.  Savage Kennecott  Copper  Corpn. 

C.A.Austin --   M.  y.  Crego Phelps  Dodge  Corpn. 

W.  C.  Bennett C.  W.  Nichols Nichols  Copper  Co. 

W.  Parsons  Todd Copper  Range  Co. 

C.  M.  Loeb L.  Vogelstein American  Metal  Co. 

J.  Joeb 

H.  M.  Brush V.  C.  Leftwich American  Smelting  &  Ref.  Co. 

T.  Wolfson E.  Mosehauer Inspiration     Consolidated     Copper 

Co. 

F.  S.  Gourley-. T,  Burghardt Calumet  &  Hecla  Co. 

J.  H,  Anderson .   H.  H.  St.  Clair United  Verde  Copper  Co. 

B.  Elkan --.    International    Minerals    &    Metals 

Co.  ■ 


Exhibit  No.  2121 

Members  of  i5russei,3  Committee  op  Copper  Exporters,  Inc.,  at 
Organization 

RepresejUing  Alternate 

P.  Pisart Katanga_ - C  Gutt 

Hoboken  &  Minerais..-.         " 

G.  Schwarz - Metallgesellschaft F.  Hrdina 

F.  Hrdina Aran  Hirsch  &  Sohn 

K.  Grosche Mansfeld ..  Mr.  Naberschulte 

R.  de  Sallier  du  Pin,  New  York  Committee  representative 


"ExHiB-iT  No.  2122,"  introduced  on  p.  13178,  is  on  file  with  the  committee. 


'Exhibit  No.  2123,"  introduced  on  p.  13178,  is  on  file  with  the  committee. 


"Exhibit  No.  2124,"  introduced  on  p.  13178,  is  on  file  with  the  committee 


Certified  Copy. 
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Exhibit  No.  2125 


Member's  Agreement 

COPPER  exporters,  INC. 


R.  R.  Eckert, 
(R.  R.  Eckert) 

^ceretaryx 
Manager. 


Agreement,  made  t^is        day  of  ,  nineteen  hundred  and  twenty- 

six,  between  a  corporation  organized  and  existing  under  the  laws 

of  ,    (hereinafter   called   "Seller"),    and   COPPER   EXPORTERS, 

INC.,  a  corporation  organized  and  eicisftiiK  under  the  laws  of  the  State  of  Delaware 
(hereinafter  called  "Company"). 

Whereas,  the  Company  has  been  organized  for  the  purpose  of  promoting 
cooperation  of  the  stockholders  thereof  solely  in  export  crade  in  accordance  with 
the  provisions  of  the  Act  of  Congress  entitled  "An  Act  to  Promote  Export  Trade, 
and  For  Other  Purposes,"  approved  April  10,  1918,  known  as  the  "Webb  Act," 
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and  Acts  amendatory  thereof  or  supplementary  thereto,  and  any  and  all  lawful 
orders  and  regulations  of  the  Federal  Trade  Commission  thereunder;  and 

Whereas,  the  Company  proposes  to  enable  the  stockholders  by  entering  into 
agreements  identical  herewith  to  obtain  in  their  trade  and  commerce  in  exports 
of  copper  from  the  United  States  to  foreign  countries  all  and  singular  the  benefits 
contemplated  by  said  Act  of  Congress;  and 

Whereas,  the  Seller  desires  to  become  a  stockholder  or  member  of  said  Com- 
pany as  provided  in  the  certificate  of  incorporation  and  the  by-laws  of  the  Com- 
pany and  upon  the  terms  hereinafter  set  forth; 

Now,  Therefore,  in  consideration  of  the  premises  the  parties  hereto  agree  as 
follows: 

1.  Copper,  of  whatever  variety,  with  which  this  agreement  is  concerned  (here- 
inafter sometimes  called  "export  copper")  is  copper  for  export,  or  to  be  exported, 
or  in  the  course  of  being  exported,  or  exported  from  the  United  States  or  any 
territory  thereof  to  any  foreign  country. 

The  term  "export  markets"  as  used  herein  refers  to  all  markets  in  which  goods 
are  sold  in  the  "export  trade"  as  that  term  is  defined  in  the  said  Act  of  Congress, 
and  includes  all  points  or  places  at  which  copper  is  sold  for  delivery  outside  of  the 
United  States  and  any  of  its  territories. 

The  term  "sales"  as  used  herein  refers  to  sales  of  copper  in  export  markets. 

The  term  "member"  as  used  herein  refers  to  a  seller  in  export  markets  (except 
alien  corporations  and  aliens  not  residing  in  the  United  States  or  any  of  its  terri- 
tories) of  copper  produced  or  refined  in  the  United  States  or  any  of  its  territories 
and  exported  or  to  be  exported  therefrom,  who  shall  have  entered  into  an  agree- 
ment with  the  Company  identical  with  this  agreement. 

The  term  "foreign  associate"  as  used  herein  refers  to  a  seller  in  export  markets 
of  copper  produced  outside  of  the  United  States  or  any  of  its  territories,  who  shall 
have  entered  into  an  agreement  with  the  Company  of  similar  import  to  this 
agreement,  notwithstanding  that  such  foreign  associate  may  have  shipped  all  or 
part  of  its  copper,  so  produced  outside  of  the  United  States,  to  the  United  States 
for  refining  on  toll,  where  such  copper  is  returned  to  such  foreign  producer. 

The  term  "non-European  foreign  associate"  as  used  herein  refers  to  a  seller  who 
comes  within  the  definition  of  the  term  "foreign  associate"  as  above  defined  but 
is  not  a  European  firm,  person  or  corporation^  and  is  not  controlled  by  one  or  more 
European  firms,  persons  or  corporations. 

The  term  "European  foreign  associate"  as  used  herein  refers  to  a  seller  who 
comes  within  the  definition  of  the  term  "foreign  associate"  as  above  defined  but 
is  a  European  firm,  person  or  corporation,  or  is  controlled  by  one  or  more  European 
firms,  persons  or  corporations. 

The  term  "copper"  as  used  herein  includes  Lake  copper.  Electrolytic  copper. 
Casting  and  Best  Select  copper  of  whatever  grade,  Bessemer,  Blister,  and  Black 
copper  of  whatever  grade. 

2.  The  Company  has  provided,  or  will  provide,  within  its  organization  a  body 
meeting  in  New  York,  designated  the  "New  York  Committee,"  composed  of 
representatives  (who  may  have  one  or  more  substitutes)  of  the  members,  and  has 
made  arrangements  or  will  make  arrangements  with  an  accounting  corporation  in 
Brussels,  Belgium,  hereinafter  called  the  "Clearing  Bureau."  There  shall  like- 
wise be  established  a  Committee,  meeting  at  Brussels,  Belgium,  designated  the 
"Brussels  Committee,"  corresponding  in  function  to  the  New  York  Committee. 
The  Brussels  Committee  shall  be  composed  of  a  representative  (with  power  of 
substitution)  designated  by  the  New  York  Committee,  and  a  representative 
(who  may  have  one  or  more  substitutes)  designated  by  each  foreign  associate  not 
already  represented  on  the  New  York  Committee  by  a  voting  representative. 
The  Brussels  Committee  shall  designate  its  own  Chairman.  Said  representative 
designated  by  the  New  York  Committee  shall,  in  all  matters  considered  by  the 
Brussels  Committee  cast  the  votes  of  the  respective-  members  represented  on  the 
New  York  Committee  in  the  same  number  and  to  the  same  effect  as  they  were  cast 
on  the  respective  subject  by  the  New  York  Committee.  Each  foreiga  associate 
shall  have  the  power  to  designate  a  representative,  who  shall  have  the  right  to 
attend  all  meetings  of  the  New  York  Committee  in  an  advisory  capacity,  without 
the  right  to  vote. 

Subject  to  the  above  provisions,  in  all  voting  had  by  the  New  York  Committee 
and  by  the  Brussels  Committee,  each  committeeman  shall  be  entitled  to  one  vote, 
cast  in  person,  or  by  substitute,  or  expressed  by  mail,  by  telegram  or  cable; 
provided,  however,  that  if,  after  any  action  so  voted,  any  committeeman  shall 
thereupon  object  to  the  action  so  voted,  a  new  vote  shall  be  taken  and  the  voting 
thereon  shall  be  on  the  basis  of  one  vote  to  each  naftmber  or  foreign  associate 
for  each  five  hundred  tons  of  its  copper  producton  for  the  last  preceding  calendar 
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year.  All  final  voting  upon  matters  requiring  joint  action  of  both  committees 
shall  be  conducted  by  tiie  Brussels  Committee,  the  representative  of  the  New- 
York  Committee  participating  in  such  action  upon  receipt  of  and  pursuant  to 
instructions  from  the  New  York  Committee. 

3.  The  Seller  at  its  own  expense  will  sell  its  export  copper  in  the  export  markets 
by  such  means  or  agencies  as  it  may  deem  advisable. 

4.  The  New  York  Committee,  from  time  to  time  and  as  often  as  it  deems  desir- 
able, will  quote  a  c.  i.  f.  basic  price  for  electrolytic  copper,  to  serve  as  a  standard, 
and  to  be  known  as  the  "Standard  Electro  General  Sales  Price,"  or  a  scale  of  such 
prices  for  different  period  of  shipment  or  for  different  export  market  ports.  Such 
price  or  prices  will  be  quoted,  after  consultation  with  or  advices  from  the  Brussels 
Committee.  Standard  Electro  General  Sales  Price  shall  be  based  (a)  on  the  cost 
of  transportation  to  the  European  port  to  which  current  freight  rate  is  lowest 
from  New  York  or  Baltimore  and  differentials  for  other  ports  are  to  be  established 
by  the  New  York  Committee,  from  time  to  time,  approximately  in  accordance 
with  actual  freight  conditions;  (b)  on  electro  copper  in  such  shapes  (wire  bars, 
ingot  bars,  etc.)  as  the  refineries  furnish  without  premium.  Any  premium  col- 
lected for  special  shapes  or  allowances  made  for  cathodes  is  for  the  account  of  the 
seller.  The  Standard  Electro  General  Sales  Price,  and  any  and  all  changes  therein, 
will  immediately  be  communicated  to  each  member  and  to  the  foreign  associates! 
All  sales  made  on  the  basis  of  that  price  by  members  or  foreign  associates  will  be 
known  as  "general  sales." 

5.  The  Seller  agrees  (1)  to  sell  or  offer  to  sell  its  export  copper  (including 
copper  to  be  sold  by  it  as  agent  for  a  person,  firm  or  corporation  not  a  member  or 
foreign  associate)  on  the  basis  of  the  Stanard  Electro  General  Sales  Price,  or  (2) 
immediately  to  give  notice  to  the  New  York  Committee  of  withdrawal  from 
participation  in  sales  made  on  the  basis  of  that  price,  or  (3)  immediately  to  give 
like  notice  of  intention  to  make  sales  on  a  lower  price  basis,  to  be  known  as  "special 
sales."  If  no  notice  of  withdrawal  or  notice  of  special  sales  is  given,  the  Seller 
will  receive  participation  in  the  general  sales,  made  while  the  price  in  question 
remains  in  effect,  in  proportion  to  the  "base  percentages  of  participation,"  as 
defined  in  the  Schedule  of  Working  Regulations  annexed,  of  those  participating 
in  such  sales.  Participation  by  the  Seller  and  the  other  members  and  foreign 
associates  in  general  sales  made  on  the  basis  of  any  Standard  Electio  General 
Sales  Price  quoted  as  above  provided,  will  depend  on  the  action  they  may  respec- 
tively take  under  this  paragraph  with  respect  to  such  price.  If  notice  of  special 
sale'  is  given  by  any  member  or  foreign  associate,  advice  of  such  proposed  sale 
will  immediately  be  sent  by  the  New  York  Committee,  or  by  the  Brussels  Com- 
mittee, to  all  the  members  and  foreign  associates,  and  any  member  or  foreign 
associate  giving  due  notice  to  .the  New  York  or  Brussels  Committee  of  election  to 
join,  will  receive  participation  in  such  special  sale  in  proportion  to  the  "base 
percentages  of  participation",  as  defined  in  said  Working  Regulations,  of  those 
pai,rticipating  in  such  sale,  unless  otherwise  agreed  upon  by  all  of  such  participants. 
Procedure  relating  to  special  sales  shall  be  as  provided  in  said  Working  Regula- 
tions. 

6.  To  enable  the  necessary  allotment  of  participations  in  general  or  special 
sales  to  be  made  among  participating  sellers,  the  Seller  will  (1)  beginning  on  the 
date  this  agreement  takes  effect  pursuant  to  paragraph  14  hereof  and  on  the 
twenty-fifth  day  of  each  month  thereafter  render  a  statement  to  the  New  York 
Committee  to  be  transmitted  to  the  Clearing  Bureau,  in  such  manner  and  form 
as  the  two  Committees  shall  prescribe,  showing  the  total  tonnage  of  copper  pro- 
duction of  which  the  Seller  and/or  its  representatives  controls  the  selling  during 
each  of  the  first,  second  and  third  months  prior  to  the  then  current  month,  except 
copper  sold  for  sulphate  as  provided  in  the  Working  Regulations;  (2)  promptly 
report  by  telegraph  and  by  mailing  copy  of  contract  to  the  Clearing  Bureau  all 
sales  made  by  Seller,  whether  general  or  special  or  cause  its  agent  making  such 
sales  so  to  report;  (3)  make  in  writing  or  by  cable  to  the  Clearing  Bureau  Seller's 
"offering",  as  defined  in  said  Working  Regulations,  of  participation  in  general 
sales  in  a  given  month,  or  of  tonnage  of  export  copper  for  sale  in  that  month, 
for  shipment  in  sueh  month  or  succeeding  months,  on  or  before,  the  twenty-fifth 
day  of  the  preceding  month. 

7.  In  the  making  of  sales,  whether  general  or  special,  the  Seller  agrees  as  follows: 
(ai  The  Seller  or  its  representatives  will  ship,  invoice  and  collect  for  all  sales 

made  by  it  or  any  of  its  agents. 

(b)  The  Seller  shall  not  be  accountable  for  sales  reported  by  it  or  its  agent 
which  within  seven  days  of  date  of  sale  are  sho^n  to  have  been  due  to  error 
resulting  ^'tom  causes  beyond  the  control  of  the  Seller  or  its  agent. 
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(c)  The  Seller  does  not  guarantee  performance,  on  tlie  part  of  the  purchasers, 
of  such  contracts,  of  sale  as  the  Seller  or  its  representatives  may  make,  except 
that  the  Seller  guarantees  that  the  purchasers  shall  pay  for  the  copper  delivered 
under  such  contracts.  In  the  event  of  the  failu  or  refusal  on  the  part  of  a 
purchaser  to  accept  delivery,  the  amounts  then  alrecay  severally  credited  to  those 
participating  shall  be  charged  back  to  them  by  means  of  corresponding  debits 
against  their  participations  in  the  sale  concerned,  subject  to  the  provisions  of 
subdivision  (d)  of  this  paragraph.  Expenses  incurred  in  suits  against  a  purchaser 
in  respect  of  copper  offered  for  delivery  shall  be  proportionately  for  the  account 
of  all  those  participating  in  the, respective  sales  and  all  recoveries  made  in  such 
suits  shall  be  for  account  of  such  participating  sellers  in  proportion  to  their  respec- 
tive participations  in  such  sales. 

(d)  Notwithstanding  the  provisions  of  the  preceding  subdivision  (c;,  the 
Seller  assumes  full  responsibility,  (1)  if  a  sale  is  cancelled  by  purchaser  owing  to 
delay  in  shipment  and  (2)  if  a  shipment  is  rejected  owing  to  defect  in  quality; 
provided,  however,  that  a  sub-committee  of  the  New  York  and  Brussels  Com- 
mittees shall  have  power  to  deal  with  all  complaints  of  customers  (including 
complaintsof  shortages)  with  authority  to  adjust  such  complaints  and  the  right 
to  assess  contribution  from  participants  in  the  respective  sales  in  order  to  make 
such  settlement  as  the  sub-committee  may  deem  advisable.  If  any  participant 
feels  aggrieved,  appeal  may  be  taken  to  the  Brussels  Committee,  the  decision  of 
which  shall  be  conclusive.  The  Seller  agrees  to  comply  with  decisions  rendered 
hereunder  and  to  pay  any  contributions  assessed  upon  it.  It  is  understood, 
however,  that  in  case  the  Seller  is  delayed  or  prevented  from  making  deliveries 
under  a  contract  of  sale  by  reason  of  force  majeure,  the  New  York  or  Brussels 
Committee  may,  in  its  discretion,  make  or  complete  the  deliveries  required  under 
such  contract,  it  being  agreed,  however,  that  on  the  disappearance  of  such  cause 
of  force  majeure,  the  Seller  will  make  good  the  deliveries  at  the  original  price. 
Any  expense  incurred  by  virtue  of  such  substitution  shall  be  borne  by  the  Seller 
^■ho  is  unable  to  fill  his  contract;  in  case  of  dispute  about  this  expense  the  Brussels 
Committee  shall  decide. 

(e)  Notwithstanding  the  provisions  of  the  preceding  subdivision  (c)  hereof, 
The  American  Metal  Company,  Limited  (a  member  of  the  Company  and  a  "Seller" 
under  an  agreement  identical  herewith)  shall  guarantee  to  all  other  members  ancl 
all  the  foreign  associates  performance,  on  the  part  of  the  purchasers,  of  all  con- 
tracts of  sale  made  by  it  or  its  sales  representatives  except  as  provided  in  sub- 
divisions (b)  and  (d)  hereof,  in  consideration  whereof,  hereby  assented  to  by  the 
"Seller,"  all  other  members  and  a)l  the  foreign  associates  shall  guarantee  to  The 
American  Metal  Company,  Limited,  to  the  full  extent  of  its  participation  therein, 
performance,  on  the  part  of  the  purchasers,  of  all  contracts  of  sale  made  by  them 
or  their  sales  representatives  respectively  except  as  provided  in  said  sub-divisions 
(b)  and  (d). 

(f)  The  Seller  will  sell  only  to  consumers,  except  as  both  committees  shall 
otherwise  specifically  consent  from  time  to  time  with  a  view  to  facilitating  export 
trade. 

8.  The  Seller  agrees  to  cotaply  with  the  several  stipulations  and  provisions 
set  forth  in  the  "Schedule  oE  Working  Regulations,"  attached  -hereto  as  aforesaid 
and  made  part  hereof.  It  is  understood  that  the  Working  Regulations  therein 
set  forth  may  be  amended  as  in  said  Working  Regulations  pl-ovided. 

9.  The  Seller  agrees  to  bear  its  share  of  the  necessary  and, reasonable  expenses 
of  the  Company,  its  committees  and  the  cost  of  the  Clearing  Bureau,  and  to  pay 
to  the  Company  within  five  days  of  the  rendition  of  a  statei^ent  of  account,  the 
amount  due  from  it  for  any  such  expenses  incurred  or  to  be  incurred;  it  being 
agreed,  however,  that  all  such  expenses  shall  be  ratably  apportioned  among  the 
several  members  and  foreign  associates  of  the  Company  in  a.eeordance  with  their 
respective  "Barometer  tonnages"  as  defined  in  the  Schedule  pf  Working  Regula- 
tions annexed,  for  the  period  to  which  such  exi)enses  relate,  except,  however,  that 
sellers  of  Lake  copper  are  to  pay  respectively  that  part  of  sudh  expenses  as  shall 
bear  the  same  proportion  to  the  total  of  such  expenses  as  the  quantity  of  such 
copper  sold  for  export  markets  for  their  respective  accounts  shall  bear  to  the  total 
of  the  cooper  sold  for  export  markets  by  or  for  the  members  aiid  foreign  associates 
during  the  period  concerned.  In  the  event  of  termination  of  this  agreement  for 
any  cause,  the  Seller  agrees  to  bear  its  share  of  such  expenses 'for  the  four  months 
following  such  termination,  liased  on  its  last  reported  "Barometer  toimage." 
In  case  the  Company  is  dissolved,  prior  to  the  termination  of  this  agreement,  or 
within  thirty  days  of  such  termination,  the  Seller  agrees  to  bear  its  share  of  the 
expenses  of  the  Company  until  all  business  is  concluded  and  will  bear  its  share  of 
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all  dissolution  expenses,  based  on  its  "Barometer  tonnage"  for  the  last  reported 
six  months  period.  In  order  to  supply  the  necessary  funds  to  enable  the  Company 
to  be  organized  and  to  perform  its  functions  prior  to  the  expiration  of  the  first 
financial  accounting  period,  the  Seller  agrees  to  advance  and  pay  to  the  Company 
its  ratable  proportion  of  the  sum  so  required  as  estimated. by  the  New  York 
Committee. 

10.  The  Seller  consents  that  if  requested  to  resign  from  membership  in  the 
Company,  pursuant  to  an  aflBrmative  vote  of  three-quarters  of  the  votes  cast  or 
expressed  as  provided  in  paragraph  2  hereof,  at  a  meeting  of  the  New  York 
Committee,  called  to  consider  that  subject  on  thirty  days'  notice,  this  agreement 
shall  terminate  as  of  the  date  on  which  such  request  is  transmitted  by  letter  and 
telegram. 

11.  Unless  previously  terminated  as  herein  provided,  the  duration  of  this 
agreement  shall  be  for  a  minimum  period  of  six  months  from  the  date  on  which  it 
takes  effect  pursuant  to  paragraph  14  hereof;  thereafter  it  may  be  terminated 
at  the  expiration  of  a  previous  notice  of  thirty  days  given  by  either  party  to  the 
other.  After  the  giving  of  such  notice  the  Seller  shall  not  be  required  to  make 
any  offering  for  any  period  after  said  thirty  days,  and  shall  not  be  subject  to 
this  agreement  as  to  sales  of  export  copper  after  said  thirty  days. 

"The  termination  of  this  agreement  shall  not  affect  the  obligations  of  the  respec- 
tive parties  hereunder  as  regards  any  transaction  hereunder  occurring  prior  to 
such  termination.  The  termination  of  agreements  made  with  the  Company  by 
members  or  foreign  associates  other  than  the  Seller  shall  not  affect  the  validity 
or  continuance  of  this  agreement. 

12.  Upon  breach  by  the  Seller  of  any  of  the  provisions  of  this  agreement,  the 
Board  of  Directors  of  the  Company  by  resolution  may,  and  upon  any  termination 
or  cessation  of  this  agreement  shall,  declare  forfeited  all  rights  of  the  Seller  as  a 
holder  of  stock  of  the  Company  and  declare  forffeited  to  the  Company  all  rights 
of  the  SeUer  in  the  property  of  the  Company  as  a  holder  of  said  stock,  whereupon 
the  SeUer  shall  forfeit  all  said  rights  as  aforesaid,  and  said  Board  of  Directors  by 
like  resolution  may  cancel  the  certificate  of  said  stock  standing  in  the  name  of  the 
Seller  and  said  stock  may  be  again  issued  as  the  Company  sees  fit.  The  decision 
of  the  Board  of  Directors  by  such  resolution  shall  be  conclusive  and  binding  upon 
the  Seller. 

13.  Upon  the  execution  of  this  Agreement  the  Company  shall,  upon  request 
of  the  Seller,  issue  to  the  Seller  a  certificate  of  stock  for  one  share  of  its  no  par 
capital  stock  upon  the  terms  set  forth  in  the  Certificate  of  Incorporation  and  By- 
Laws  of  the  Company  and  subject  to  the  provisions  herein  and  therein  set  forth. 

14.  It  is  hereby  agreed  that  this  Agreement  shall  not  become  effective  and  opera- 
tions thereunder  shall  not  begin  until  the  Board  of  Directors  of  the  Company,  by 
the  unanimous  consent  of  all  the  directors,  shall  so  determine. 

In  Witness  Whereof,  the  parties  hereto  have  executed  and  delivered  these 
presents  as  of  the  day  and  year  first  hereinabove  written. 
Attest: 

By 

President. 


Secretary 
Copper  Exporters,  Inc. 
Attest: 

By 


President. 


Secretary. 
88.: 
On  the         day  of  ,  in  the  year  nineteen  hundred  and  twenty-six 

before  me  personally  came  to  me  known,  who,  being  by  me  duly 

sworn,  did  depose  and  say  that  he  resided  in  ;  that  he  is  the 

of  ,  the  corporation  described  in  and  which  executed  the  above 

insturment;  that  he  knew  the  seal  of  said  corporation;  that  the  seal  affixed  to  said 
instnmient  was  such  corporate  seW;  that  it  was  so  aflixed  by  order  of  the  Board  of 
Directors  of  said  corporation,  and  ♦Jiat  he  signed  his  name  thereto  by  like  ord'^i*. 

State  of  New  York, 

County  of  New  York,  ««.: 
On  the        day  of  ,  in  the  year  nineteen  hundred  and  twenty-sjx 

before  me  personally  came.  ^;o  me  known,  who,  being  duW  sworn,  did 


CONCENTRATION  OF  ECONOMIC  POWEli  13:449- 

dppose  and  say  that  he  resided  in  ;  that  he  is  President  of  ^opper 

Exporters,  Inc.,  the  corporation  described  in  and  which  executed  the  ab  ;ve 
instrument;  that  he  knew  the  seal  of  said  corporatiqp;  that  the  seal  affixed  to  said 
instrument  was  such  corporate  seal;  that  it  was  so  affixed  by  cfrder  of  the  Board  of 
Directors  of  said  corporation,  and  that  he  signed  his  name  thereto  by  like  order. 
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Foreign  Associate  Agreement 

copper  exporters,  inc. 

Agreement,    made    this        day    of  .    nineteen    hundred   and 

twenty-six,  between  a  corporation  organized  and  existing  under 

the  laws  of  (hereinafter  called  "Foreign  Associate"),  and  Copper 

Exporters,  Inc.,  a  corporation  organized  and  existing  under  the  laws  of  the  State 
of  Delaware  (hereinafter  called  "Company"). 

Whereas,  the  Company  has  been  organized  for  the  purpose  of  promoting 
cooperation  of  the  stockholders  thereof,  and  such  foreign  associates  as  may  elect 
to  become  affiliated  with  it,  solely  in  export  trade  in  accordance  with  the  provi- 
sions of  the  Act  of  Congress  entitled  "An  Act  to  Promote  Export  Trade,  and  For 
Other  Purposes,"  approved  April  10,  1918,  known  as  the  "Webb  Act,"  and  Acts 
amendatory  thereof  or  supplementary  thereto  and  anj'  and  all  lawful  orders  and 
regulations  of  the  Federal  Trade  Commission  of  the  United  States  thereunder;  and 

Whereas,  the  Company  proposes  to  enable  the  stockholders,  by  entering  into 
agreements  similar  to  this  agreement,  anc  such  foreign  associates  by  entering 
into  agreements  identical  with  this  agreement,  to  obtain  in  trade  and  commerce 
in  copper  marketed  outside  of  the  United  States  all  and  singular  the.  benefits 
contemplated  by  said  Act  of  Congress;  and 

Whereas,  the  Foreign  Associate  desires  to  become  associated  with  said  Com- 
pany in  the  manner  provided  for  in  the  following  agreement; 

Now,  Therefore,  in  consideration  of  the  premises  the  parties  hereto  agree  as 
follows : 

1.  Copper,  of  whatever  variety,  with  which  this  agreement  is  concerned  (here- 
inafter sometimes  called  "export  copper")  is  copper  for  export,  or  to  be  exported, 
or  in  the  course  of  being  exported  or  exported  from  the  United  States  or  any 
territory  thereof  to  any  foreign  country,  and  also  copper  produced  and  marketed 
outside  of  the  United  State w. 

The  term  "export  markets"  as  used  herein  refers  to  all  markets  in  which  goods 
are  sold  in  the  "export  trade"  as  that  term  is  defined  in  the  said  Act  of  Congress, 
and  includes  all  points  or  places  at  which  copper  is  sold  for  delivery  outside  of 
the  United  States  and  any  of  its  territories. 

The  term  "United  States",  as  used  herein,  shaU  mean  the  United  States  of 
America  and  all  of  its  territories. 

The  term  "sales",  as  used  herein,  refers  to  sales  of  copper  in  export  markets- 

The  term  "member"  as  used  herein  refers  to  a  seller  in  export  markets  (except 
alien  corporations  and  aliens  not  residing  in  the  United  States  or  any  of  its  terri- 
tories) of  copper  produced  or  refined  in  the  United  States  or  any  of  its  territories 
and  exported  or  to  be  exported  therefrom,  who  shall  have  entered  into  an  agree- 
ment with  the  Company  similar  to  this  agreement. 

The  term  "foreign  associate",  as  used  herein,  refers  to  a  seller  in  export  markets 
of  copper  produced  outside  of  the  United  States  or  any  of  its  territories,  who  shall' 
have  entered  into  an  agreement  with  the  Company  identical  with  this  agreement, 
notwithstanding  that  such  foreign  associate  may  have  shipped  all  or  part  of  its 
copper,  so  produced  outside  of  the  United  States,  to  the  United  States  for  refining 
on  toll,  where  such  copper  is  returned  to  such  foreign  producer. 

The  term  "Non-European  foreign  associate"  as  used  herein  refers  to  a  seller 
who  comes  within  the  definition  of  the  term  "foreign  associate"  as  above  defined 
but  is  not  a  European  firm,  person  or  corporation,  and  is  not  controlled  by  one 
or  more  European  firms,  persons  or  corporations. 
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The  term  "European  foreign  associate"  as  used  herein  refers  to  a  seller  who 
comes  within  the  definition  of  the  term  "foreign  associate"  as  above  defined  but 
is  a  European  firm,  person  or  corporation,  or  is  controlled  by  one  or  more  European 
firms,  persons  or  corporations. 

The  term  "copper",  as  used  herein,  includes  Lake  copper.  Electrolytic  copper, 
Casting  and  Best  Select  copper  of  whatevei  grade,  Beissemer,  Blister,  and  Black 
copper  of  whatever  grade. 

2.  The  Company  has  provided,  or  will  provide,  within  its  organization  a  body 
meeting  in  New  York,  designated  the  "Ndw  York  Committee,"  composed  of 
representatives  (who  may  have  one  or  more  substitutes)  of  the  members,  and 
has  made  arrangements  with  or  will  make  arrangements  with  an  accounting 
corporation  in  Brussels,  Belgium,  hereinafter  called  the  "Clearing  Bureau." 
There  shall  likewise  be  established  a  Committee,  meeting  at  Brussels,  Belgium, 
designated  the  "Brussels  Committee",  corresponding  in  function  to  the  New 
York  Committee.  The  Brussels  Committee  shall  be  composed  of  a  representative 
(with  po^er  of  substitution)  designated  by  the  New  York  Committee  and  a 
representative  (who  may  have  one  or  more  substitutes)  designated  by  each  foreign 
associate  not  already  represented  on  the  New  York  Committee  by  a  voting 
representative.  The  Brussels  Committee  shall  designate  its  own  Chairman. 
Said  representative  designated  by  the  New  York  Committee  shall,  in  all  matters 
considered  by  the  Brussels  Committee,  cast  the  votes  of  the  respective  members 
represented  on  the  New  York  Committee  in  the  same  number  and  to  the  same 
effect  as  they  were  cast  on  the  respective  subject  by  the  New  York  Committee. 
Each  foreign  associate  shall  have  the  power  to  designate  a  representative,  who 
shall  have  the  right  to  attend  all  meetings  of  the  New  York  Committee  in  an 
advisory  capacity,  without  the  right  to  vote. 

Subject  to  the  above  provisions,  in  all  voting  had  by  the  New  York  Committee 
and  by  the  Brussels  Committee,  each  committeeman  shall  be  entitled  to  one 
vote,  cast  in  person  or  by  substitute,  or  expressed  by  mail,  by  telegram  or  cable; 
provided,  however,  that  if,  after  any  action  so  voted,  any  committeeman  shall 
^thereupon  object  to  the  action  so  voted,  a  new  vote  shall  be  taken  and  the 
Voting  thereon  shall  be  on  the  basis  of  one  vote  to  each  member  or  foreign  asso- 
ciate for  each  five  hundred  tons  of  its  copper  production  for  the  last  preceding 
calendar  year.  All  final  voting  upon  matters  requiring  joint  action  of  both  com- 
mittees shall  be  conducted  by  the  Brussels  Committee,  the  representative  of  the 
New  York  Committee  participating  in  such  action  upon  receipt  of  and  pursuant 
to  instructions  from  the  New  York  Committee. 

3.  The  Foreign  Associate,  at  its  own  expense,  will  sell  its  export  copper  in  the 
export  markets  by  such  means  or  agencies  as  it  may  deem  advisable. 

4.  The  New  York  Committee,  from  time  to  time  and  as  often  as  it  deems 
desirable,  will  quote  a  c.  i.  f .  basic  price  for  electrolytic  copper,  to  serve  as  a  stand- 
ard, to  be  known  as  the  "Standard  Electro  General  Sales  Price,"  or  a  scale  of  such 
prices  for  different  periods  of  shipment  or  for  different  export  market  ports.  Such 
price  or  prices  will  be  quoted,  after  consultation  with  or  advices  from  the  Brussels 
Committee.  Standard  Electro  General  Sales  Price  shall  be  based  (a)  on  the 
kost  of  transportation  to  the  European  port  to  which  the  current  freight  rate  is 
lowest  from  New  York  or  Baltimore  and  differentials  for^  other  ports  are  to  be 
estabhshed  by  the  New  York  Committee  from  time  to  time,  approximately  in 
accordance  with  actual  freight  conditions,  (b)  on  electro  copper  in  such  shapes 
(wire  bars,  ingot  bars,  etc.)  as  the  refineries  furnish  without  premium.  Any 
premium  Collected  for  special  shapes  or  allowance  made  for  cathodes  is  for  the 
account  of  the  seller.  The  Standard  Electro  General  Sales  Price,  and  any  and 
all  changes  therein,  will  immediately  be  communicated  to  each  member  and  to 
the  foreign  associates.  All  sales  made  on  the  basis  of  that  price  by  members  or 
foreign  associates  will  be  known  as  "general  sales". 

5.  The  Foreign  Associate  agrees  (1)  to  sell  or  offer  to  sell  its  export  copper 
(including  copper  to  be  sold  by  it  as  agent  for  a  person,  firm  or  corporation  not 
a  member  or  foreign  associate)  on  the  basis  of  the  Standard  Electro  General  Sales 
Price,  or  (2)  immediately  to  give  notice  to  the'  Brussels  Committee  of  withdrawal 
from  participation  in  sales  made  on  the  basis  of  that  price,  or  (3)  immediately 
to  give  like  notice  of  intention  to  make  sales  on  a  lower  price  basis,  to  be  known 
as  "special  sales"'.  If  no  notice  of  withdrawal  or  notice  of  special  sales  is  given, 
the  Foreign  Associate  will  receive  participation  in  the  general  sales  made  while 
the  price  in  question  remains  in  effect,  in  proportion  to  the  "base  percentages 
of  participation,"  as  defined  in  the  Schedule  of  Working  Regulations  annexed,  of 
those  participating  in  such  sales.  Participation  by  ^;he  Foreign  Associate  and  the 
other  members  and  foreign  associates  in  general  sales  made  on  the  basis  of  any 
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Standard  Electro  General  Sales  Price  quoted  as  above  provided,  will  depend  on 
the  action  they  may  respectively  take  under  this  paragraph  with  respect  to  such 
price.  If  notice  of  special  sale  is  given  by  any  member  or  foreign  associate,  advice 
of  such  proposed  sale  will  be  immediately  sent  by  the  Brussels  Committee,  or 
by  the  New  York  Committee,  to  all  the  members  and  foreign  associates,  and  any 
member  or  foreign  associate  giving  due  notice  to  the  New  York  or  JBrussels  Com- 
mittee of  election  to  join,  will  receive  participation  in  such  special  sale  in  pro- 
portion to  the  base  percentages  of  participation  as  defined  in  said  Working 
Regulations,  of  those  participating  in  such  sale,  unless  otherwise  agreed  upon  by 
all  such  participants.-  Procedure  relating  to  special  sales  shall  be  as  provided  in 
said  Working  Regulations. 

6.  To  enable  the  necessary  allotment  of  participations  in  general  or  special 
sales  to  be  made  among  participating  sellers,  the  Foreign  Associate  will  (1)  begin- 
ning on  the  date  this  agreement  takes  effect  pursuant  to  paragraph  12  hereof  and 
on  the  twenty-fifth  day  of  each  month  thereafter,  render  a  statement  to  the 
Brussels  Committee  to  be  transmitted  to  the  Clearing  Bureau,  in  such  manner 
and  form  as  the  two  Committees  shall  prescribe,  showing  the  total  tonnage  of 
copper  production  of  which  the  Foreign  Associate  and/or  its  representatives 
controls  the  seUing  during  each  of  the  first,  second  and  third  months  prior  to  the 
then  current  month,  except  copper  sold  for  sulphate  as  provided  in  the  Working 
Regulations;  (2)  promptly  report  by  telegraph  and  by  mailing  copy  of  contract  to 
the  Clearing  Bureau  all  sales  made  by  it,  whether  general  or  special,  or  cause  its 
agent  making  such  sales  so  to  report;  (3)  make  in  writing  or  by  cable  to  the 
Clearing  Bureau  its  "offering,"  as  defined  in  said  Working  Regulations,  of  par- 
ticipation in  general  sales  in  a  given  month,  or  of  tonnages  of  export  copper  for 
sale  in  that  month,  for  shipment  in  such  month  or  succeeding  months,  on  or 
before  the  twenty-fifth  day  of  the  preceding  month. 

7.  In  the  making  of  sales,  whether  general  or  special,  the  Foreign  Associate 
agrees  as  follows: 

(a)  The  Foreign  Associate  or  its  representatives  will  ship,  invoice  and  collect 
for  all  sales  made  by  it  or  any  of  its  agents. 

(b)  The  Foreign  Associate  shall  not  be  accountable  for  sales  reported  by  it  or 
its  agent  which  within  seven  days  of  date  of  sale  are  shown  to  have  been  due  to 
error  resulting  from  causes  beyond  the  control  of  the  Foreign  Associate  or  its 
agent. 

(c)  The  Foreign  Associate  does  not  guarantee  performance  on  the  part  of  the 
purchasers,  of  such  contracts  of  sale  as  the  Foreign  Associate  or  its  representatives 
may  make,  except  that  the  Foreign  Associate  guarantees  that  the  purchasers  shall 
pay  for  the  copper  delivered  under  such  contracts.  In  the  event  of  the  failure  or 
refusal  on  the  part  of  a  purchaser  to  accept  delivery,  the  amounts  then  already 
severally  credited  to  those  participating  shall  be  charged  back  to  them  by  means 
of  corresponding  debits  against  their  participations  in  the  sale  concerned,  subject, 
however,  to  the  provisions  of  subdivision  (d)  of  this  paragraph.  Expenses 
incurred  in  suits  against  a  purchaser  in  respect  of  copper  offered  for  delivery  shall 
be  proportionately  for  the  account  of  all  those  participating  in  the  respective 
sales  and  all  recoveries  made  in  such  suits  shall  be  for  account  of  such  participating 
sellers  in  proportion  to  their  respective  participations  in  such  sales. 

(d)  Notwithstanding  the  provisions  of  the  preceding  subdivision  (c)  the  Foreign 
Associate  assumes  full  responsibility,  (1)  if  a  sale  is  cancelled  by  purchaser  owing 
to  delay  in  shipment  and  (2)  if  a  shipment  is  rejected  owing  to  defect  in  quality; 
provided,  however,  that,  a  sub-committee  of  the  New  York  and  Brussels  Com- 
mittees shall  have  power  to  deal  with  all  complaints  of  customers  (including  com- 
plaints of  shortages)  with  authority  to  adjust  such  complaints  and  the  rights  to 
assess  contribution  from  participants  in  the  respective  sales  in  order  to  make 
such  settlements  as  the  sub-committee  may  deem  advisable.  If  any  participant 
feels  aggrieved,  appeal  may  be  taken  to  the  Brussels  Committee,  the  decision  of 
which  shall  be  conclusive.  The  Foreign  Associate  agrees  to  comply  with  decisions 
rendered  hereunder  and  to  pay  any  contributions  assessed  upon  it.  It  is  under- 
stood, however,  that  in  case  the  Foreign  Associate  is  delayed  or  prevented  from 
making  deliveries  under  a  contract  of  sale  by  reason  of  force  majeure,  the  New 
York  or  Brussels  Committee  may,  in  its  discretion,  make  or  complete  the  deliveries 
required  under  such  contract,  it  being  agreed,  however,  that  on  the  disappearance 
of  such  cause  qf  force  majeure,  the  Foreign  Associate  wiU  make  good  the  deliveries 
at  the  original  price.  Any  expense  incurred  by  virtue  of  such  substitution  shall 
be  borne  by  the  Foreign  Associate  who  is  unable  to  fill  his  contract;  in  case  of 
dispute  about  this  expense  the  Brussels  Committee  shall  decide. 


13452        CONCENTRATION  OF  ECONOMIC  POWER 

(e)  Notwithstanding  the  provisions  of  the  preceding  subdivision  (c)  hereof,  The 
American  Metal  Company,  Limited  (a  member  of  the  Company  and  a  "Seller" 
under  an  agreement  similar  herewith)  shall  guarantee  to  all  other  members  and  all 
the  foreign  associates  performance,  on  the  part  of  the  purchasers,  of  all  contracts 
of  sale  made  by  it  or  its  sales  representatives  except  as  provided  in  subdivisions 
(b)  and  (d)  hereof,  in  consideration  whereof,  hereby  assented  to  by  the  "Foreign 
Associate",  all  other  members  and  all  the  foreign  associates  shall  guarantee  to 
The  American  Metal  Company,  Limited,  to  the  full  extent  of  its  participation 
therein,  performance,  on  the  part  of  the  purchasers,  of  all  contracts  of  sale  made  by 
them  or  their  sales  representatives  respectively  except  as  provided  in  said  sub- 
divisions (b)  anc  (d). 

(f)  The  Foreign  Associate  will  sell  only  to  consumers,  except  as  both  committees 
shall  otherwise-.spscifif^nlb'  con&ent  from  time  to  time  with  a  view  to  facilitating 
export  trade. 

8.  The  Foreign  Associate  agrees  to  comply  with  the  several  stipulations  and 
provisions  set  forth  in  the  "Schedule  of  Working  Regulations",  attached  hereto 
as  aforesaid  and  made  part  hereof.  It  is  understood  that  the  Working  Regula- 
tions therein  set  forth  may  be  amended  as  in  said  Working  Regulations  provided. 

9.  The  Foreign  Associate  agrees  to  bear  its  share  of  the  necessary  and  reason- 
able expenses  of  the  Company,  its  committees  and  the  cost  Of  the  Clearing  Bureau, 
and  to  pay  to  the  Company  within  five  days  •of  the  rendition  of  a  statement  of 
account,  the  amount  due  from  it  for  any  such  expenses  incurred  or  to  be  incurred; 
it  being  agreed,  however,  that  all  such  expenses  shall  be  ratably  apportioned 
among  the  several  members  and  foreign  associates  of  the  Company  in  accordance 
with  their  respective  "Barometer  tonnages"  as  defined  in  the  Schedule  of  Working 
Regulations  annexed,  for  the  period  to  which  such  expenses  relate,  except,  how- 
ever, that  sellers  of  Lake  copper  are  to  pay  respectively  that  part  of  such  expenses 
as  shall  bear  the  same  proportion  to  the  total  of  such  expenses  as  the  quantity  of 
such  copper  sold  for  export  markets  for  their  respective  accounts  shall  bear  to 
the  total  of  copper  sold  for  export  markets  by  or  for  the  members  and  foreign 
associates  during  the  period  concerned.  In  the  event  of  termination  of  this 
agreement  for  any  cause,  the  Foreign  Associate  agrees  to  bear  its  share  of  such 
expenses  for  the  four  months  following  such  termination  based  on  its  last  reported 
"Barometer  tonnage."  In  case  the  Company  is  dissolved,  prior  to  the  termi- 
nation of  this  agreement,  or  within  thirty  days  of  such  termination,  the  Foreign 
Associate  agrees  to  bear  its  share  of  the  expenses  of  the  Company  until  all  business 
is  concluded  and  will  bear  its  share  of  all  dissolution  expenses,  based  on  its  "Bar- 
ometer tonnage"  for  the  last  reported  six  months  period.  In  order  to  supply  the 
necessary  funds  to  enable  the  Company  to  be  organized  and  to  perform  its  func- 
tions prior'to  the  expiration  of  the  first  financial  accounting  period,  the  Foreign 
Associate  agrees  to  advance  and  pay  to  the  Company  its  ratable  proportion  of  the 
sum  so  required  as  estimated  by  the  New  York  Committee. 

10.  The  Foreign  Associate  consents  that  if  requested  to  resign  from  association 
with  the  Company  pursjJant  to  an  affirmative  vote  of  three-quarters  of  the  votes 
cast  or  expressed  as  provided  in  paragraph  2  hereof,  at  a  meeting  of  the  Brussels 
Committee  called  to  consider  that  subject  on  thirty  days'  notice,  its  affiliation 
with  the  Company  shall  cease,  and  this  agreement  shtU  terminate  as  of  the  date 
on  which  such  request  is  transmitted  by  letter  and  telegram. 

1-1.  Unless  previously  terminated  as  herein  provided,  the  duration  of  this 
agreement  shall  be  for  a  minimum  period  of  six  months  from  the  date  on  which 
it  takes  effect  pursuant  to  paragraph  12  hereof;  thereafter  it  may  be  terminated 
at  the  expiration  of  a  previous  notice  of  thirty  days  given  by  either  party  to  the 
other.  .  After  the  giving  of  such  notice,  the  Foreign  Associate  shall  not  be  required 
to  make  any  offering  for  any  period  after  said  thirty  days  and  shall  not  be  subject 
to  this  agreement  as  to  sales  of  export  copper  after  said  thirty  days. 

The  termination  of  this  agreement  shall  not  affect  the  obligations  of  the  respec- 
tive parties  hereunder  as  regards  any  transaction  hereunder  occurring  p'rior  to 
such  termination.  The  termination  of  agreements  made  with  the  Company  by 
members  or  foreign  associates  other  than  the  Foreign  Associate  shall  not  affect 
the  validity  or  continuance  of  this  Agreement. 

12.  It  is  hereby  agreed  that  this  Agreement  shall  not  become  effective  and 
operations  thereunder  shall  not  begin  until  the  Board  of  Directors  of  the  Company 
by  the  unanimous  consent  of  all  of  the  directors,  shall  so  determine. 
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In  vitness  whereof,  the  parties  hereto  have  executed  and  delivered  these 
presents  as  of  the  day  and  year  first  hereinbefore  written. 


By 

President. 
Attest: 


Secretary. 
Copper  Exporters,  Inc., 
By 

President. 
Attest; 

Secretary, 
ss.: 
On  the  day  of  ,  in  the  year  nineteen  hundred  and  twenty-six, 

before  me  personally  came  and  ,  to  me 

known  and  being  by  me  duly  sworn,  did  each  for  himself  depose  and  say  that  they 
resided  in  and  respectively;  that  said  is 

and  said  is  of  the  ,  the  corporation 

described  in  and  which  executed  the  above  instrument  and  that  by  order  of  the 
Board  of  Directors  of  said  corporation  they  signed  their  names  thereto  on  behalf 
of  said  corporation. 

State  of  New  York, 

CQurdy  of  New  York,         ss.: 
On  the  day  of  ,  in  the  year  nineteen  hundred  and  twenty-six, 

before  me  personally  came  to  me  known,  who,  being  by  me  duly 

sworn,  did  depose  and  say  that  he  resided  in  ;  that  he  is  President 

of  Copper  Exporters,  Inc.,  the  corporation  described'  in  and  which  executed  the 
above  instrument;  that  he  knew  the  seal  of  said  corporation;  that  the  seal  affixed 
to  said  instrument  was  such  corporate  seal ;  that  it  was  so  affixed  by  order  of  the 
Board  of  Directors  of  said  corporation,  and  that  he  signed  his  name  thereto  by 
like  order. 


"Exhibit  No.  2127,"  introduced  on  p.  13180,  is  on  file  with  the  committee. 


"Exhibit  No.  2128,"  introduced  on  p.  13186,  is  on  nie  with  the  committee. 


'Exhibit  No.  2129,"  introduced  on  p.  13187,  is  on  file  with  the  committee. 
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Exhibit  No.  2130 
Sales  and  Average  Prices  Received  by  Copper  Exporters,  Inc.,  Monthly,  1926-19S2 


Year  and  Month 


Sales 


Shipments 


Short  Tons 


Average 
Export 
price  re- 
ceived, less 
freight,  etc. 


Average 
Domestic 
price.  N.  Y. 
f.  o.  b.  re- 
finery • 


Excess  of 
Export 

over  Do- 
mestic 
price 


Cents  Per  Pound 


1926 

October  (H  month) 

November -._ 

December. 

Total 

1927 

Januaty 

February 

March ._ 

April 

May 

June ._ 

July... 

August ._. 

September _. 

October 

November 

December 

Total. .■ 

1928 

January 

February. 

March _ 

April 

May 

June 

July 

August 

September , 

October 

November _ 

December 

Total 

1929 

January 

February 

March 

April 

May 

June ... 

July... 

August 

September ._ 

October 

November 

December , 

Total 

1930 

January 

February 

March 1 , 

April 

May 

June , 

July 

August 

September _. _ 

October 

Novembre 

December 

Total , 

'  From  Engineering  and  Mining  Journal, 


12,216.00 
22, 006.  00 
29,  228.  00 
63,  450.  00 


39, 020. 00 
58,178.00 
34,  557.  50 
36, 052.  00 
57,  189.  58 
39,  406.  18 
65.  223.  38 
24,914.54 
41,473.85 
58,466.91 
69,910.17 
48, 107.  52 
572, 499.  63 


44,174.96 
26,011.23 
59, 929.  47 
53,  372.  21 
91,273.09 
50,  773.  72 
38, 196.  72 
43,  788.  48 
86, 436.  05 
84,116.63 
33.  .554.  99 
50,  197.  04 
670.  824.  59 


72,  879.  43 
70, 199. 16 
56,138.12 
7,  469.  62 
12,  520.  71 
27,  809.  03 
35, 850.  81 
63, 052.  54 
58,198.47 
25,  474.  54 
21,072.22 
21,627.52 
472,  292. 17 


33,401.29 
33, 006.  57 
34.  566.  79 
43.  0.59.  08 

108.  005.  06 
29.  070. 14 

"63,275.17 
23, 125.  63 
25.106.90 
67,  677. 02 
70, 947.  51 
30, 908.  44 

562, 149. 60 


38,  127.  20 


30, 099.  00 
38, 259. 00 
48,  717.  50 
39,  9.58.  00 
48, 078.  58 
48.  669.  76 
60,  838.  51 
45, 09.3.  22 
4,5,  322.  96 
54,  878. 92 
50,118.70 
50,  859.  47 
550, 893.  61 


46,  997.  37 
43.  120.  88 
59.136.23 
53,  737.  00 
57,  475.  81 
51.869.40 
61,  594.  29 
52.  006.  38 
57,  457.  26 
,56,  681.  88 
52.  622. 91 
.5.3,014.42 
635,  713. 83 


62,  660.  29 

54.  698.  89 

55,  702.  58 
48,  820.  39 
50,  .506.  94 
36.  940.  99 

39,  397.  53 
47,  395.  25 
51.921.04 

40.  917.  26 
32,  185.  31 
28.347.61 

549,  494.  11 


32, 987.  73 
33, 158.  26 
34,  185.  43 
36,  676.  49 
67,  892.  63 
45,  658.  00 
4,8,  794.  56 
41,  ,501.50 
32.  989.  67 
4.8,130.02 
50.  632.  26 
43,  670.  44 
516,  276. 99 


14.  lU. 
13.954 
13.  636 


13.  232 

12.  986 

13.  325 
13.  Ill 
12.  ,S94 

12.  736 
12.785 

13.  245 
13.  198 
1 3.  244 
13.544 
14.097 


14.207 
14.  207 
14.  207' 
14.  208 
14. 373 
14.711 
14.710 
14.709 
14.  891 
15.382 
16.0,51 
16.  039 


16.  744 
17.760 
20.  402 
18.  92R 
17.978 
17.979 

17.  974 
17.971 
17.976 
17.971 
17.964 
17.  978 


17.  978 
17.973 
17.  978 
15.449 
12.  846 
12.  245 
11.151 
10.  983 
10.  736 
9.726 
10.  259 
10.-528 


13.576 
13. 302 


12. 990 
12.  682 
13.079 
12.808 
12.  621 
12.370 
12.  532 
12.971 
12.940 

12.  958 
13.319 

13.  774 


13.854 
13.823 
13.845 
13.986 
14.203 
14.  .527 
14.527 

14.  526 
14.724 
15.202 

15.  778 
15.  844 


16.603 
17.  727 
21.  257 
19.500 
17.775 
17.775 
17.  776 
17.775 
17.  775 
17.775 
17.  775 
17.  775 


17.  775 
17.  775 
17.  775 
15.  621 
12.  756 
12.  049 
11.023 
10.  693 
10.310 
9.597 
10.113 
10. 300 
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COPPER  STATISTICS 

RECORD  BY  MONTHS,  OF  WORLD'S  STOCKS.  PRODUCTION  AND  CONSUMPTION 


1928 


t^j  PRODUCTION  DURING  MONTH 


LBS.  CU 
800.000.000  ■ 


LAST  THREE  CIPHERS  OMITTED  FI^M  CHART  FI6URES 


W-mX:    AMEfllCAN   BUREAU  Of  METAL  STATISTICS 

124491— 41— pt.  25     (Face  p.  13455)     No.  1 
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Sale 


October  ( 

Novembe 

Decembe; 

Tot 


Januaty. 
February 
March.... 

April 

May 

June 

July 

August... 
Septembei 
October. . 
Novembei 
December 
Tot£ 


January. . 
February. 

March 

April 

May 

June 

July 

August 

September 
October. . . 
November 
December. 
Tota 


January.  __ 
February.. 

March 

April 

May 

June 

July 

August 

September. 
October. . . 
November. 
December.. 
Total 


January 

February... 

March 

April 

May 

June 

July 

August 

September.. 

October 

Novembre.. 

December. . 

Total. 

1  From  Er, 


Exhibit  No.  2181-A 

COPPER  STATISTICS 

RECORD  BY  MONTHS,  OF  WORLD'S  STOCKS,  PRODUCTION  AND  CONSUMPTION 

1929 

^PRODUCTION  DURING  MONTH 


LAST  THREE  CIPHERS  OMITTED  FROM  CHART  FIGURES 


SOUKe:   AMERICAN  BUREAU  Of  METAL  STATISTICS. 

124491—41 — pt.  25     (Face  p.  13455)     No.  2 


13' 


Octol 
Nove 
Decei 


Janua 
Febru 
Marcl 
April, 
May. 
June. . 
July.. 
Auguj 
Septei 
Octob 
Nover 
Decen 


Januai 
Februi 
March 
April. 
May.. 
June.. 
July.. 
August 
Septen 
Octobe 
Noven 
Decern 
1 


Januar 
Fehrua 
March 
April.. 
May.. 
June... 
July... 
August 
Septem 
Octobei 
Novem 
Deceml 
T 


Januarj 
Februat 
March.. 
April... 

May 

June 

July.... 
August 
Septenit 
October 
Noveml 
Decern  b 
T( 

'  Fron 


Exhibit  No.  2131-B 

COPPER  STATISTICS 

RECORD  BY  MONTHS,  OF  WORLD'S  STOCKS.  PRODLX)TION  AND  CONSUMPTION 

1930 


fPROOOCERS'  STOCKS 

Ion  first  of  month 


M  production  during  month 


1,3001000,000 

LAST  THREE  CIPHERS  OMITTED  FROM  CHART  FIGURES 
l,2OQO00,0OO ^ ^ 


4 


SDUKf;    AMERICAN  WflEAU  OF  METAL  STATISTICS 

124401 — 41 — pt.  25   (Face  p.  13455)   No.  3 


Exhibit  No.  2131-C 

COPPER  STATISTICS 

RECORD  BY  MONTHS,  OF  WORLD'S  STOCKS,  PRODUCTION  AND  CONSUMPTION 

1931 


j  PRODUCTION  DURINO  MONTH 


LBS.  CU 
l,500lCXX)jOOO  ■ 


LAST  THREE  CIPHERS  OMITTED  FROM  CHART  FIGURES 


soufice:  American  bureau  of  metal  statistics 

124491 — 41— pt.  25   (Face  p.  13455)  No.  4 


13 


Octol 
Nove 
Dece 


Janu! 
Febn 
Marc 
April 
May. 
June. 
July. 
Augu: 
Septe 
Octob 
Novel 
Decer 


Janua 
Febru 
Marcl 
April. 
May. 
June.. 
July.. 
Augus 
Septet 
Octobi 
Noven 
Decen" 


Januar 
Fehrui 
March 
April.. 
May.. 
June... 
July... 
Augusl 
Septen 
Octobe 
Novem 
Decern 
1 


Januar; 
Februa 
March. 
April.. 
May... 
June... 
July... 
August 
Septem 
Octobei 
Noveml 
Deceml 
T 

•  Frot 
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Sales  and  Average  Prices  received  by  Copper  Exporters,  Inc  ,  Monthly,  1926-1932- 

Continued 


Year  and  Month 

Sales 

Shipments 

Average 
Export 
price  re- 
ceived, less 
freight,  etc. 

Average 
Domestic 
price,  N.  Y. 
f.  0.  b.  re- 
finery 

Excess  of 
Export 

over  Do- 
mestic 
price 

Short  Tons 

Cents  Per  Pound 

1931 
January.. 

40,  577.  03 
59,715.43 
20,111.97 
23, 377.  27 
22,  867.  30 
70,011.30 
18,315.45 
15,291.10 
19,  330.  38 
32,  306.  75 
24,641.11 
25,  698.  16 
384, 243. 25 

16, 469. 82 
26, 978. 00 
19, 938.  66 
8,  688.  36 
8,  270. 49 
8,  790. 28 
88, 135.  61 

45, 142.  73 
42,413.33 

36,  794.  52 

33,  726.  27 
35,  617.  40 

34,  800.  96 
26,  291.  52 

37,  657.  37 
36, 156.  56 
25,  515.  54 
21,567.64 
21, 492.  66 

397, 176.  50 

10. 024 
10. 024 
10. 167 
9.816 
9.058 
8.352 
8.113 
7.717 
7.366 
7.207 
7.087 
0.959 

9.838 
9.724 
9.854 
9.392 
8.665 
8.025 
7.698 
7.292 
6.988 
6.775 
6.558 
6.580 

0.186 
300 

February 

March 

April. .. 

May 

June .  . 

.327 

July , .. 

August . 

425 

September.. .  .. 

October 

432 

November 

December 

.529 
379 

Total 

1932 
lanuary .. 

7.244 
6.267 
5.900 
5.819 
5.419 
5.283 

7.060 
5,965 
5.763 
5.565 
5.237 
5.145 

184 

February 

302 

March 

137 

April 

254 

May 

182 

June 

.138 

Total 

Source:  Prepared  by  the  staff  of  the  T.  N.  E.  C.  from  figures  compiled  by  R.  R.  Eckert,  former  manager, 
Copper  Exporters,  Inc. 


"Exhibits  Nos.  2131,  2131-A,  2131-B  and  2131-C"  face  this  page. 
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Exhibit  No.  2132 

October  21,  1931. 
Re:  Copper  Exporters,  Inc. 

Board  op  Review, 

Federal  Trade  Commission,  Washington,  D.  C. 

Gentlemen:  At  our  conference  on  September  30,  1931,  you  requested  me  to 
comment  upon  the  activities  of  Copper  Exporters,  Inc.,  with  respect  to  the  price 
of  copper  in  the  export  market  from  April,  1929,  to  April,  1930. 

Since  that  conference  I  have  made  inquiries  of  officials  of  Copper  Exporters, 
Inc.,  and  from  the  information  which  they  have  given  me  it  appears  that  the  fol- 
lowing is  a  fair  statement  of  conditions  existing  during  that  period: 

The  world  reached  the  peak  of  its  productive  and  industrial  activity  during  the 
last  half  of  1928  and  the  first  half  of  1929.  The  rapid  and  general  expansion  of 
industrial  plant  capacity,  particularly  in  the  United  States,  and  the  increased 
output  therefrom,  resulted  in  an  unprecedented  demand  being  made  upon  the 
producers  of  raw  materials,  including  all  non-ferrous  metals,  and  particularly 
copper. 

While  every  efiFort  was  made  to  satisfy  this  demand  for  copper,  the  cumulative 
effect  of  increased  busing  for  nearby  deliveries  resulted  in  a  rapid  diminution  of 
stocks'  before  production  could  be  increased  sufficiently  to  meet  the  situation. 
The  natural  and  unavoidable  result  was  anmct-ease  in  the  price  until  a  level  of 
24^  a  pound  was  reached  during  the  month  of  April,  1929.  Thereafter,  the  price 
declined  rather  rapidly  to  18j5,  and  rested  at  that  level  for  approximately  one 
year.  The  cohditions  and  sequence  of  events  in  the  industry  preceding  and  during 
this  period,  were  as  follows: 

As  of  January  1,  1927,  the  total  stock  of  copper  in  the  world,  so  far  as  the  same 
is  disclosed  by  available  statistics,  amounted  to  824,430,000  pounds.  The  aver- 
age production  for  the  previous  year  had  been  275,200,000  pounds  per  month, 
and  the  average  rate  of  consumption  272,126,000  pounds  per  month.  The  stocks, 
of  copper  during  a  year  of  expanding  business  increased  only  37,134,000  pounds, 
an  amount  insufficient  to  seriously  disturb  the  price  level  which  at  the  beginning 
of  the  year  was  13.1yi  a  pound. 

As  of  December  31,  1927,  due  to  a  gradual  increase  in  consumption,  stocks  of 
copper  had  decreased  to  a  total  of-725,868,000  pounds,  a  decrease  of  98,562,000 
pounds  during  the  year.  An  additional  decrease  of  26,724,000  pounds  appeared 
in  the  figures,  by  reason  of  a  change  in  the  method  employed  by  the  American 
Bureau  of  Metal  Statistics  in  reporting  process  material,  bringing  the  stocks  at 
December  31,  1927,  to  699,144,000  pounds.  The  average  production  increased 
in  1927  to  an  average  of  282,391,000  pounds  per  month,  while  the  average  con- 
sumption increased  to  290,605,000  pounds  per  month. 
^  Early  in  1928,  it  became  apparent  from  the  statistics  that  if  consumption  con- 
tinued to  run  at  its  then  level,  it  would  be  in  excess  of  current  production  for  a 
considerable .  time  to  conae.  Production  was  then  running  at  the  then  level  of 
mine  capacity.  Ahy  increase  could  only  be  made  by  (a)  increasing. the  plant 
capacity  of  producing  mines;  (b)  bringing  into  production  mines  previously  inop- 
erative at  the  price  level  whicn  had  prevailed  for  many  years  below  14(4;  and  (c) 
gathering  together  large  quantities  of  scrap,  which  had  not  been  recoverable  when 
the  price  of  copper  was  below  140. 

The  gradual  rise  in  price  stirred  into  activity  each  of  these  three  sources  of  in- 
creased production,  which  for  the  entire  year  1928  reached  a  level  of  319,412,000 
pounds  per  month,  an  average  increase  of  37,021,000  pounds  per  month  over  the 
preceding  year.  For  the  entire  year  of  1928  consumption  increased  to  an  average 
of  322,378,000  pounds  per  month,  resulting  in  a  decrease  of  35,596,000  pounds  in 
stocks,  a,hd  reducing  stocks  as  of  December  31,  1928,  to  663,548,000  pounds,  an 
amount  insufficient  to  maintain  a  stabilized  market  at  the  rate  of  deliveries  whi«ih 
were  then  being  made. 

As  early  as  October,  1928,  it  was  generally  realized  that  while  production  could 
ultimately  be  brought  up  to  the  point  of  satisfying  any  probable  demand,  the  in- 
sistent buying  movement  that  was  under  way  could  not  be  satisfied  if  buyers 
insisted  on  contracts  specif ying -delivery  at  early  dates.  In  October,  1928,  the 
forward  contracts  of  the  industry  amounted  to  fnore  than  785,194^000  pounds  of 
copper,  and  at  that  tinJce.  Copper  Exporters,  Inc.  i^gued  a  statement  to  its  foreign 
representatives  suggesting  that  buyers  cease  their .eflforts  to  compel  contracts  for 
nearby  delivery  and  assured  the  industries  looking  toward  the  copper  producers 
for  a  supply  of  metal  that  an  adequate  production  coiild  and  would  be  maintained. 
A  copy  of  the  statement  issued  by  Copper  Exporters,  Inc.  is  hereto  attached  as 
Exhibit  A, 
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Notwithstanding  these  recommendations  and  the  fact  that  production  had 
been  brought  up  to  the  level  where,  for  the  last  three  months  of  1928,  it  averaged 
a  total  of  359,784,000  pounds  per  month,  against  deliveries  of  342,737,000  pounds, 
the  buying  throughout  the  world,  which  had  assumed  panic  proportions,  con- 
tinued unabated,  so  that  as  of  January  1,  1929,  stocks  had  been  reduceu  to 
663,548,000  pounds,  an  amount  entirely  inadequate  to  satisfy  the  demand. 

During  the  first  three  months  of  1929,  production  continued  at  the  pe^^k, 
reaching  an  average  of  359,110,000  pounds,  as  against  an  average  monthly  con- 
sumption of  371,029,000  pounds,  at  which  time  stocks  had  been  reduced  to  a 
total  of  627,790,000  pounds,  the  lowest  total  of  which  the  industry  has  any 
record  in  recent  years. 

•  In  April,  1929,  production  established  a  peak  record  for  all  times  of  393,640,000 
pounds,  against  deliveries  of  366,348,000  pounds,  showing  that  finally  a  surplus 
of  production  above  apparent  consumption  had  been  established.  It  was  realized 
by  the  trade  that  in  the  preceding  months  the  probabilities  were  that  large 
quantities  (including  in  consumption  figures)  had  been  bought  speculatively 
upon  the  natural'  consuming  requirements  of  the  industry,  and  that  the  con- 
sumption was  not  in  fact  as  high  as  indicated  by  the  statistics,  a  situation  that 
the  producing  industry  was  powerless  to  prevent. 

At  the  end  of  March  the  forward  contracts  booked  by  the  members  of  the 
Copper  Institute,  as  reported  by  that  organization,  amounted  to  the  stupendous 
total  of  1,016,918,000  pounds,  as  against  which  the  total  stock  of  copper  above 
ground,  both  refined  and  in  process,  was  only  627,790,000  pounds,  of  which  a 
large  portion  is  fixed  and  continuously  required  for  the  refining  operation. 

As  soon  as  it  became  apparent  from  published  statistics  that  production  had 
been  brought  to  a  level  higher  than  the  apparent  consumption,  buying  of  the 
metal  6eased,  an4  the  industry,  which  realized  that  consumers  had  tremendously 
overbought  probable  requirements,  was  faced  with  the  imminent  danger  of-  a 
collapse  in  the  market,  as  consumers  and  speculators  immediately  began  to  hedge 
their  position  upon  the  London  Metal  Market,  selling  against  their  forward  com- 
mitments, abroad  and  demanding  cancellations  and  rescissions  of  contracts  at 
home  in  the  domestic  market.  The'  price,  which  had  reached  a  maximum  on 
limited  sales  of  24^  a  pound,  began  rapidly  to  decline  until  18^  was  reached. 

The  above  figures  of  1,016,918,000  pounds  represents  actual  contracts  for 
delivery  to  fabricators,  who,  in  turn  had  at  the  time  contracted  with  their  clients 
for  the  sale,  fabrication,  and  delivery  to  them  in  manufactured  form,  of  substan- 
tially an  equal  amount  of  copper  at  approximately  the  same  price  basis  for  the 
raw  material  provided  in  the  contracts  made  by  the  fabricators  for  the  purchase 
of  the  raw  material.  In  the  primary  fabrication  of  copper  and  brass,  the  price 
of  the  metal  is  the  controlling  factor  of  cost,  additional  valuation  added  by  manu- 
facturing being  a  relatively  small  percentage.  Fabi^icators  quote  prices  to  their 
customers  based  on  the  current  cost  of  copper  and  mi^t  themselves  at  once  cover 
their  sales  by  buying  an  equal  amount  of  copper  at  the  quoted  price.  Otherwise, 
they  are  speculating  on  price.  In  turn,  many  customers  of  fabricators  (for  ex- 
ample, wholesalers)  quote  prices  to  retailers  based  on  the  price  of  copper.  It  ia 
quite  obvious,  therefore,  that  if  there  had  been  a  further  radical  decline  in  price, 
chaos  would  have  resulted  in  the  industry.  Fabricators  would  have  endeavored 
to  cancel  their  contracts  for  the  purchase  of  the  raw  material,  because  of  similar 
efforts  by  their  customers  to  cancel  the  fabricating  contracts.  The  respective 
-producers,  having  sold  their  forward  pi-oduction  so  far  in  advance,  had  no  reason 
in  this  condition  of  the  market  to  foist  upon  the  market  large  additional  quanti- 
ties of  copper. 

The  situation  of  different  producers  varied.  Those  who  were  in  an  oversold 
position  were  generally  those  producers  longest  established  ia  the  business  a,nd 
whose  trade  affiliations  were,  therefore,  of  the  strongest  and  broadest  characier. 
It  was  important  for  each  producer  who  had  sold  out  his  stock  above  ground — 
(1)  to  catch  up  with  a  normal  position  by^  filling  sales  already  made  and  taking 
no  risk  of  selling  more  till  this  was  donej  (2)  not  to  push  his  product  upon  the 
market  when  sales  could  not  be  made  except  by  reducing  price  below  the  average 
at  which  his  forward  sales  had  been  made.  This  average  at  the  time  was  approxi- 
mately 18f5. 

•  It  followed  naturally  that  most  of  the  producers  who  had  sold  out  stock  above 
ground,  without  any  agreement,-  but  actuated  solely  by  the  business  require- 
ments of  each  individual,  remained  out  of  the  market.  As  already  stated,  the 
volume  of  purchases  of  copper  greatly  diminished,  beginning  in  April,  1929^  but 
there  was  still  a  sufficient  volume  to  take  care,  of  the  output  of  the  undersold 
mines  and  of  custom  smelters.  The  price,  therefore,  automatically  remained  at 
the  i8^  level. 
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It  was  to  be  expected  that,  in  the  ordinary  course  of  time,  the  oversold  pro- 
ducers would  catch  up  with  their  forward  sales  and  would  again  be  in  the  market 
actively,  and  it  is  probable  that  the  price  of  copper  on  their  return  to  the  market 
might  have  fallen.  This  situation  might  have  normally  occured  along  in 
August,  1929.  It  so  happened,  however,  that  at  the  end  of  August  and  the  first 
of  September  another  extraordinary  buying  movement  started,  which  culminated 
about  the  tenth  of  September,  at  which  time  the  forward  contract,'?  aggregated 
650,000,000  pounds  of  copper.  The  same  situation  that  had  existed  in  April 
again  developed,  although  to  a  lesser  degree.  By  October  the  production  had 
declined  to  350,720,000  pounds,  as  against  deliveries  in  that  montli  of  364,028,000 
pounds. 

Throughout  the  development  of  the  copper  industry  there  Have  existed  many 
small  mines  producing  from  a  minimum  amount  to  a  substantial  quantity  of  cop- 
per, but  which  are  insufficient  as  separate  units  either  to  maintain  metallurgical 
and  reduction  works  for  the  purpose  of  extracting  and  converting  the  metal  to 
refined  form  from  the  ores  in  which  it  occurs  or  to  engage  in  the  selling  of  copper 
themselves,  as  they  have  no  direct  contact  with  the  metal  markets  throughout 
the  world  and  are  unable  to  sustain  the  expense  of  establishing  separate  agencies. 
To  serve  this  division  of  the  industry  through  its  history,  smelters  and  refineries, 
established  by  larger  companies,  have  been  built  at  convenient  locations.  The 
crude  ores  from  the  mines  of  these  producers  are  bought  upon  the  basis  of  the 
metal  content.  Such  ores  become  the  property  of  the  smelting  companies,  which 
reduce  and  refine  them  to  merchantable  metal.  Because  of  the  aggregate  volume 
represented  by  such  purchases  these  smelting  companies  are  in  a  position  to 
maintain  their  respective  selling  agencies  which  dispose  of  the  metal  throughout 
the  world. 

Under  the  practice  which  prevails  in  this  branch  of  the  business,  the  metal 
contents  of  the  ore  are  purchased  upon  the  basis  of  the  price  prevailing,  usually 
at  the  date  of  the  arrival  of  the  shipment  of  the  ore  at  the  smelting  plant  where  it  is 
to  be  treated.  As  these  smelting  plants  are  remotely  situated  throughout  the 
mining  sections  of  this  hemisphere  and  in  Europe,  a  period  of  from  60  to  more  than 
90  days  is  required  in  order  to  process  the  metal  to  the  point  where  it  can  be 
delivered  as  refined  copper.  The  carry  during  this  period  involves  a  risk  to  the 
smelting  company,  and  in  order  to  avoid  the  assumption  of  a  market  risk  in  con- 
ducting the  business,  the  practice  has  been  generally  followed  of  endeavoring  to 
sell  each  day  for  forward  delivery  the  equivalent  of  the  metal  content  currently 
purchased  as  above  in  the  shape  of  crude  ore.  The  same  reasons  that  impel  the 
smelting  companies  to  endeavor  to  sell  their  daily  intake  to  avoid  going  into  a  long 
position  on  metal  compel  them  to  refrain  from  selling  forward  beyond  their  daily 
intake  as  they  are  unab^  to  ascertain  the  price  at  which  the  metal  that  would  be 
thus  sold  would  be  taken  in  at  their  respective  plants. 

Notwithstanding  the  producers  had  sold  beyond  their  available  supply  of  copper, 
and  the  consumers  had  largely  over-bought  their  rei^irements,  thereby  exhausting 
their  purchasing  power,  the  custom  smelters  were  unable  to  participate  in  forward 
sales  because  of  the  uncertainty  of  the  copper  that  they  would  have  available  for 
delivery.  Upon  the  cessation  of  buying,  the  custom  smelters  "tvere  confronted 
with  the  necessity  of  endeavoring  to  dispose  of  their  daily  intake,  which,  in-October, 
1929,  represented  approximately  20%  of  the  total  amount  of  the  current  pro- 
duction. 


At  the  time  the  lack  of  buying  power  was  emphasized  by  reason  of  the  imminence 
of  the  panic.  It  was  felt  that  this  disappearance  of  buying"  power  was  merely 
temporary 

To  cover  this  situation,  which  it  was  then  believed  would  not  continue  for  more 
than  30  days,  the  tules  of  Copper  Exporters,  as  will  be  seen  from  the  files  of  the 
Commission,  were  modified  by  the  addition  of  Section  4  of  the  Regulations,  to  the 
extent  of  permitting  the  custom  smelters  to  -sell  in  export  trade  an  amount  suffi- 
cient to  balance  their  intake.  This  would  undoubtedly  have  worked  out  auto- 
matically to  a  balance  in  the  industry  had  it  not  been  for  the  financial  panic 
which  occurred  in  October,  November  and  December  of  the  year.  During  the 
complete  demoralization  that  followed  the  panic,  deliveries  which  had  averaged 
up  to  the  end  of  October  352,493,000  pounds  against  a  production  of  360,018,000 
pounds,  precipitously  dropped  to  261,220,000  pounds  for  November  and  217,- 
638,000  pounds  in  December,  while  production  continued  at  341,170,000  pounds 
and  331,456,000  pounds,  respectively. 

As  it  became  apparent  that  the  financial  panic  caused  a  serious  curtailment  in 
the  deliveries  of  copper,  the  industry  was  confronted  with  a  difficult  problem. 
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The  producers  were  urged  by  every  agency,  governmental  or  otherwise,  to  main- 
tain production,  wages  and  employment.  It  was  the  expected  hope  that  the 
situation  was  only  temporary,  and  that  if  industries  could  maintain  their  positions, 
widespread  unemployment  and  financial  distress  would  be  avoided.  However, 
the  situation  in  the  copper  industry  was  so  serious  that  no  immediate  revival  in 
business  could  be  hoped  for.  The  Qondition  of  the  industry  wfes  presented  fully 
to  responsible  government  officials,  who  were  fully  advised  of  the  action  contem- 
plated and  taken  by  Copper  Exporters,  Inc.  in  the  adoption  of  Section  4,  and 
encouraged  and  approved  the  same.  When,  thereafter,  it  became  apparent  to 
the  industry  that  the  depression  was  one  of  long  duration,  rather  than  temporary, 
the  Copper  Expoiters,  over  the  protest  of  government  officials,  terminated  the 
operation  of  the  amendment  to  the  rules.  The  existence  of  a  completely  free  and 
competitive  market  under  these  conditions  has  resulted  in  the  following  situation: 
The  average  monthly  production  for  1930  was  294,930,000  pounds;  average 
monthly  deliveries  272,145,000  pounds.  Increases  of  stocl?s  during  that  year 
totaled  273,526,000  pounds.  This  condition  was  accentuated  by  a  further 
contrast  for  the  first  eight  months  of  1931  of  average  production  of  256,194,000 
pounds  as  against  deliveries  of  237,664,000  pounds,  and  a  further  increase  in 
stocks  of  148,244,000  pounds  to  September  1,  1931,  the  last  figures  available, 
when  stocks  had  reached  the  unprecedented  total  of  1,354,338,000  pounds  and 
price  had  declined  to  the  current  prevailing  level  of  7$5  per  pound,  which  is  below 
the  actual  cost  of  production  for  most  of  the  units  engaged  in  the  industrj'. 
Very  truy  yours, 


Exhibit  A 

Copper  Exporters  Inc. 
25  Broadway,  City 
#94 

October  29  1928. 

Cable  Sent  to  In  account  Brussels 

29097.  Cable  follows  giving  statement  to  be  issued  by  you  to  Press 

29098.  Directors  of  Copper  Exporters  Inc.  authorized  the  following  statement: 
The  urgent  demand  for  copper  has  forced  the  Copper  Exporters  Inc.  to  raise  the 

price  of  copper  for  export  to  16>i^  cif.  European  ports.  In  the  opinion  of  pro- 
ducers and  refiners  forming  the  membership  of  Copper  Exporters  Inc.  consumers 
are  buying  in  excess  of  actual  requirements  thereby  creating  the  danger  of  a 
runaway  market.  They  believe  that  the  increased  mine  production  (Sept. 
7000  tons  over  August  and  20,000  tons  over  January)  will  be  sufficient  to  satisfy 
any  reasonable  demand. 

Unfilled  orders  on  the  books  of  producers  and  refiners  as  shown  by  avauable 
statistics  were  353,300  tons  at  the  end  of  September  as  compared  with  257,000 
at  the  end  of  August  and  have  undoubtedly  been  further  mcreased  during  this 
month.  It  is  believed  that  if  buyers  would  confine  their  purchases  to  actual 
requirements  the  situation  should  be  relieved  by  increased  mine  production 
coming  upon  the  market. 
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Exhibit  No.  2133 

Organization  of  Copper  Institute 
membership 
American  Metal  Company  Kennecott  Copper  Corporation 

American  Smelting  &  Refinmg  Company    New  Cornelia  Copper  Co. 
Anaconda  Copper  Mining  Company  Nichols  Copper  Co. 

Braden  Copper  Co.  Phelps  Dodge  Corporation 

Calumet  &  Hecla  Cons.  Copper  Co.  United  Verde  Copper  Co. 

Calumet  &  Arizona  Mining  Co.  Utah  Copper  Co. 

Officers  and  Personnel  of  Principal  Committee  After  Organization  Was 

Fully  Completed 


officers 


F.  H.  Brownell   President 
Stephen  Birch  Vice  President 
Walter  Douglas   Vice  President 


C.  F.  Kelley  Chairman,  Executive  Com- 
mittee 
R.  R.  Eckert   Secretary  and  Treasurer 


executive  committee 


C.  F.  Kelley    (Chairman) 
J.  H.  Anderson 
R.  t.  Agassiz 
Gordon  R.  Campbell 


L.  Vogelstein 

F.  H.  Brownell   (ex  offi'iio) 
Stephen  Birch    (ex  officio) 
Walter  Douglas   (ex  officio') 


Exhibit  No.  2134 

[Chart  based  on  following  statistical  data  appears  on  p.  13462] 

WorM  production  of  copper,  by  major  divisions,  1912-19S8  '■ 

[In  thousands  of  short  tons] 


Year 


1912. 
1913. 
1914. 
1915. 
1916. 
1917. 
1918. 
1919. 
1920. 
1921. 
1922. 
1923. 
1924. 
1925. 
1926 
1927. 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 


Total 


1,100 
1,072 
1,021 
1,187 
1,534 
1,680 
1,569 
1,070 
1.082 
602 
996 
1,412 
1,622 
1,590 
1,637 
1,682 
1,894 
2,118 
1,735 
1,488 
998 
1,146 
1,401 
1,617 
1,849 
2,504 
2,184 


Uniteo 
States 


621 
614 
579 
712 
971 
961 
969 
605 
635 
238 
612 
754 
819 
854 
878 
847 
935 
1,026 
711 
525 
255 
234 
240 
380 
615 
835 
563 


Canada 
and  New- 
foundland » 


39 
38 
37 
52 
53 
66 
6S 
40 
39 
23 
25 
40 
60 
66 
64 
71 
97 
121 
152 
146 
125 
148 
183 
208 
211 
270 
296 


Latin 
America ' 

■  Africa 

Europe 

166 

18 

130 

143 

25 

124 

131 

30 

121 

147 

34 

114 

202 

44 

106 

235 

47 

118 

271 

34 

85 

217 

34 

64 

213 

34 

53 

136 

42 

77 

236 

58 

87 

335 

80 

113 

326 

115 

120 

334 

119 

132 

355 

108 

136 

404 

123 

140 

478 

141 

145 

519 

173 

168 

396 

182 

174 

374 

169 

158 

184 

156 

165 

262 

200 

189 

374 

291 

204 

382 

296 

225 

370 

272 

246 

564 

416 

266 

491 

396 

282 

Asia  and 
other 


126 
128 
123 
128 
158 
163 
152 
110 
108 
86 
78 
90 
92 
95 
96 
97 
98 
111 
121 
116 
114 
113 
109 
126 
135 
153' 
166 


'  Based  insofar  as  possible  on  blister  copper,  referred  to  countries  wherein  ore  originated,  with  exclusion 
of  copper  derived  from  junk. 
>  Includes  Newfoundland  only  since  1935;  prior  to  that  time  Newfoundland  was  included  under  "Other." 
•  South  America,  Mexico,  and  Cuba. 

Source:  American  Bureau  of  Metal  Statistics. 
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Percentage  Distribution  of  World  Production  of  Copper,  by  Major  Divisions 

1912-1938  1 


Year 

Total 

United 
states 

Canada  and 
Newfound- 
land ' 

Latin 
America  • 

Africa 

Europe 

Asia  and 
other 

1912 - 

100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
JOO.O 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

56.5 
57.3 
56.7 
59.9 
63.3 
60.8 
61.7 
56.5 
58.7 
39.6 
51.4 
53.4 
53.8 
53.7 
63.6 
50.4 
49.4 
48.6 
41.0 
35.3 
25.6 
20.4 
17.1 
23.5 
33.3 
33.3 
?6.3 

3.6 
3.6 
3.7 
4.4 
3.4 
3.5 
3.7 

u 

3.8 

2.6 

2.8 

3.3 

3.6 

3.9 

4.2 

5.1 

5.7 

8.7 

9.8 

12.6 

12.9 

13.1 

12.9 

il.4 

10.8 

13.6 

16.1 
13.3 
12.8 
12.4 
13.2 
14.9 
17.3 
20.3 
19.7 
22.5 
23.7 
23.7 
21.4 
21.0 
21.7 
24.0 
25.2 
24.5 
22.9 
25.1 
18.4 
22.8 
26.7 
23.6 
20.0 
22.5 
22.5 

1.7 

2.4 

2.9 

2.9 

2.9 

3.0 

2.2 

3.2 

.3.1 

7.1 

'5.8 

5.7 

7.6 

7.5 

6.6 

7.3 

7.5 

8.1 

10.5 

11.4 

15.5 

17.5 

20.7 

18.3 

14.7 

16.6 

18.1 

11.9 

11.6 

11.8 

9.6 

6.9 

7.5 

5.4 

6.0 

4.9 

12.7 

8.7 

8.0 

7.9 

8.3 

8.3 

8.3 

7.6 

7.9 

10.0 

10.6 

16.5 

16.5 

14.6 

13.9 

13.3 

10.7 

12.9 

11.4 
11.9 
12.1 
10.8 
10.3 
10.3 
9.7 
10.3 
10.0 
14.3 
7.8 
6.3 
6.0 
6.0 
5.9 
5.7 
5.2 
.5.3 
6.9 
7.8 
11.4 
9.9 
7  8 

1913 

1914 

1915 - 

1916- 

1917.- 

]918--- -.- 

1919--- 

1920 — - 

'321 

922 

1923 

1924 

1925 

1926 - 

1927 

1928 

1929-.. 

1930 

1931 

1932 

1933.  . 

1934 

1935- _ 

7  8 

7  3 

1937 

6  1 

1938 

7  6 

1  Based  insofar  as  possible  on  blister  copper,  referred  to  countries  wherein  ore  originated,  with  exclusion 
of  copper  derived  from  junk. 

'  Includes  Newfoundland  only  since  1935;  prior  to  that  time  Newfoundland  was  included  under  "Other." 
.    "  South  America,  Mexico,  and  Cuba. 

Source:  Prepared  by  the  staff  of  the  T.  N.  E.  C.  from  figures  of  the  American  Bureau  of  Metal  Statistics. 
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Exhibit  No.  2135 

[Chart  based  on  following  statistical  data  appears  on  p.  13464] 
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Share  of  World  Production  of  Copper  Controlled  by  United  States  Companies  and 
Their  Subsidiaries,  Selected  Years,  1915-1937  » 

[Amount  in  thousands  of  short  tons] 


World 

total 

United 
States 

Foreign  production  controlled  by  United  States 
companies  and  their  subsidiaries 

Bemainder 

Year 

o 

a 

o 
O 

Ut 

PL, 

a 

3 
o 

6 
< 

Total  2 

Canada 

Latin  America  " 

Africa 

p 

3 
o 

a 
< 

c 

3 
o 

a 
< 

a 
o 
O 

<s 
Ph 

0 
3 
O 

a 

O 

3 
o 

a 
< 

O 

a 

3 
o 

a 
< 

O 

Si 

a 

o 

o 

1915 

1,187 
1,082 
1,590 
2,118 
l,-735 
1,617 
2,504 

100.0 
100.0 
100.0 
100.0 
100. 0 
100.0 
100.0 

712 
035 
854 
1,026 
711 
380 
835 

60.0 

58.7 
5.3.7 
48.5 
41.0 
23.5 
33.3 

82 
164 
279 
411 
319 
364 
551 

6.9 
15.2 
17.5 
20.8 
18.4 
22.5 
22.0 

4 
9 
15 
21 
23 

21 

0.4 
0.8 
0.9 
1.0 
1.3 
0.5 
0.8 

78 
155 
264 
420 
296 
326 
480 

6.5 
14.4 
16.6 
19.8 
17.1 
20.1 
19.2 

393 
283 
457 
651 
705 
873 
1,119 

33  1 

1920- .    -- 

26  1 

1925 

28  8 

1929 

30.7 

1930 

40.6 

1935 

1937 

31 

50 

1.9 
2.0 

54.0 
44.7 

'  Foreign  production  controlled  by  United  States  companies  is  based  on  output.of  individual  companies. 
The  world  and  United  States  production  figures  are  based  largely  on  blister  output.  The  remainder  was 
obtained  as  a  difference. 

2  Does  not  include  production  of  Cuba  since  figures  were  not  available  for  Minas  de  Matahambre,  S.  A., 
controlled  by  the  American  Metal  Co..  Ltd. 

3  Mexico  and  South  America. 

Source:  Compiled  by  the  staff  of  the  T.  N.  E.  C.  from  figures  of  the  American  Bureau  of  Metal  Statistics 

Supporting  Table  to  Share  of  World  Production  of  Copper  Controlled  by   United 
States  Companies  and  Their  Subsidiaries,  Selected  years,  1915-1937  ' 

[Short  tons] 


Country  and  company  a 

1915 

1920 

1925 

1929 

1930 

1935 

1937 

Total 

82, 035 

164,519 

278,414 

441, 240 

318, 809 

363,493 

550,613 

Canada: 

Britannia  Mining  &  Smelting  Co., 
Ltd.  (Howe  Sound  Co.) 

4,529 
77,506 

9,081 
155, 438 

14,  604 
263, 810 

21,516 
419,  724 

22, 633 
296, 176 

3  7,214 
325, 470 

3  20, 931 

479,518 

Mexico 

Greene  Cananea  Copper  Co. 

8,168 
11,552 

21,836 
12, 151 

15,268 
22,225 

29,413 
21,035 

81,332 
lf9, 788 

88, 163 
49,993 

21, 212 
14, 352 

47,023 
89, 596 

80,993 
43,000 

21, 025 

22,006 

Moctezuma   Copper   Co. 

W 

South  America 

Andex    Exploration    Co.     of 

28,641 
131,994 

112,010 
31,800 

60,478 

Chile  Copper  Co.  (Anaconda).. 

Braden  Copper  Co.    (Kenne- 

cott) 

5,472 

16,307 
30,228 

5,719 

55, 565 

32, 459 
25,293 

8,134 

109, 758 

77,060 
39,499 

(«) 

200,402 
159, 085 

Terro  de  Pasco  Copper  Corp... 

Soc.  Min.  Backus  y  Johnston 

del  Peru  (Cerro  de  Pasco) 

37,547 

Africa 

Mufulira    Copper     Mines,     Ltd. 

30,809 

50,164 

I  The  production  of  Minas  de  Matabambre,  S.  A.  in  Cuba,  controlled  by  the  American  Metal  Co 
is  not  included  as  figures  were  not  available.  ,,r,o, 

'  Controlling  United  States  company  shown  in  parentheses  as  of  1937. 
»  Sales. 

*  Mexico  ana  South  America.  t  •    j  c         •  • 

»  Production  negligible  and  included  under  "United  States. 
'  No  production  reported-after  1922. 
Source:  Moody's  Industrials  and  American  Bureau  of  Metal  Statistics 
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Exhibit  No.  2136 


WORLD  COPPER  RESERVES  BY  GEOGRAPHIC 
LOCATION 


(a)MEXICO 
CUBA 

NICARAGUA        ytO% 
VENEZUELA 
PERU 

TOTAL  NORTH  Sj  SOUTH 
AMERICA    5704-% 


CW  (b)  AUSTRALIA       41*/. 

ASIA  .05% 


1S33 
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Exhibit  No.  2137 


WORLD  COPPER  RESERVES  BY  CORPORATE 
CONTROL 


(a)  UNITED  STATES 


CANADA 

MEXICO 

CUBA 

NICARAGUA 

CYPRUS 


.19% 
29% 

■43% 
1.00% 


CC3 
( b)  BRITISH 

AUSTRALIA 

ASIA 

SO  AMERICA 

EUROPE 


(c) OTHER  FOREIGN 


•4IX 
.057. 

1.017. 


&ERMAN 

SPANISH 

NORWEGIAN 

FINNISH 

SWEDISH 

FRENCH  (HEX) 

PERUVIAN 


1335 


1.01'/. 
.697. 
.69/. 
&^% 
.19/. 
.10/. 
■16y. 
3567' 
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Exhibit  No.  2138 
United  States  of  America 

department  of  justice 

February  13,  1940. 
Pursuant  to  Title  28,  Section  661,  U.  S.  Code  (Sec.  882,  Revised  Statutes),  I 
hereby  certify  that  the  annexed  paper  is  a  true  copy  of  the  original  record  in  this 
Department,  of  a  ten  (10)  page  report  by  Special  Agent  W.  C.  Gorsuch  as  con- 
tained in  Section  6  of  File  No.  60-27-3. 

In  Witness  whereof,  I  have  hereunto  set  my  hand,  and  caused  the  seal  of  the 
Department  of  Justice  to  be  affixed  on  the  day  and  year  first  above  written. 
[seal]  T.  D.  Quinn, 

Administrative  Assistant  to  the  Attorney  General. 

This  case  originated  at  New  York  City  N.  Y.  File  #60-227 

Report  made:  New  York  City. 

Date  when  made:  11/17/30 

Period  for  which  made:  11/17/30 

Report  made  by :  W.  C.  Gorsuch 

Title:  Copper  Institute 

Character  of  case:  Anti-Trust  matter 

Synopsis  of  facts:  Meetings  at  which  curtailment  of  production  was  discussed 
and  agreed  on  by  producers  of  copper  were  held  November  3,  1930  at  the  Midday 
Club,  November  6,  1930  at  the  Biltmore  Hotel,  and  November  11  and  13,  1930 
at  the  Board  Room  of  the  American  Smelting  &  Refining  Co.,  in  New  York  City. 
Names  of  those  participating  in  the  meetings  obtained  and  reported  herein. 
Agreed  plan  of  curtailment  reported  herein.  Year  book  of  copper  industry 
submitted  herewith.     Pending  Bureau  instructions. 

P. 

Reference:  Report  of  Special  Agent  W.  C.  Gorsuch,  New  York  City,  11/15/30. 

Details:  At  New  York  City: 

F.  H.  Brownell,  President  of  the  Copper  Institute  and  Chairman  of  the  Board 
of  Directors  of  the  American  SmeHing  &  Refining  Co.,  120  Broadway  was  inter- 
viewed at  his  office,  regarding  the  details  of  the  meetings  held  by  the  copper  indus- 
try for  the  purpose  of  curtailing  production.  Mr.  Brownell  stated  that  for  some 
months  past,  the  copper  industry  has  been  in  a  distressed  and  chaotic  condition 
and  that  after  the  vacation  periods  and  upon  the  return  of  the  various  officials  of 
the  different  copper  producing  companies,  to  their  business  in  New  York,  the 
existing  situation  has  been  discussed  informally  for  the  purpose  of  working  out  a 
suitable  remedy.  Such  discussions  were  purely  informal  and  were  in  no  sense 
meetings  of  groups  of  officials,  but  were  merely  discussions  arising  between  the 
various  ofi5cers  of  the  companies  in  the  due  course  of  business.  Mr.  Brownell 
stated  that  the  present  plan  for  curtailing  production  grew  out  of  a  meeting  of 
the  Copper  Institute  held  Monday,  Nov.  3,  1930,  at  2:30  P.  M.  in  Room  C.  of 
the  Midday  Club,  25  Broad  St.  This  meeting  was  a  regular  meeting  of  the 
Copper  Institute  and  was  the  first  meeting  of  the  Copper  Institute  held  after  the 
summer  vacations. 

R.  R.  Eckert,  Secretary  of  the  Institute,  notified  the  members  of  the  Executive 
Committee  of  the  Institute  by  phone  of  the  date  and  place  of  meeting,  and  each 
member  of  the  executive  committee  was  requested  to  bring  along  with  him  to 
the  meeting  any  others  in  the  industry  who  would  be  interested  in  helping  to 
find  a  solution  to  the  problem  confronting  the  industry.  The  following  were 
present  at  this  meeting  of  the  Institute,  at  the  Midday  Club. 
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Name 

Address 

Company  represented 

C.  F.  Kelley 

25  Broadway,  N.  Y 

120  Broadway,  N.  Y 

120  Broadway,  N.  Y 

40  Wall  St.,  N.  Y 

40  Wall  St.,  N.  Y 

61  Broadway,  N.  Y 

61  Broadway,  N.  Y 

67  Wall  St.,  N.^Y 

Anaconda  Copper  Mining  Co.,  N.  Y. 

F.  H.  Brownell,  Chairman 

E.  T.  Stannard,  Vice  Pres 

L.  S.  Gates,  Pre^sident    .      

.\merican  Smelting  &  Refining  Co.,  N.  Y. 
Kennecott  Copper  Company,  N.  Y. 
Phelps  Dodge  Corp.,  N.  Y. 

C.  E.  Dodge,  Vice-Pres 

L.  Vogelstein,  Chairman 

O.  Sussman,  Pres 

American  Metal  Co.,  N.  Y. 

R.  C.  Stanley,  Pres 

The  Internat'l  Nickel  Co.,  Inc.,  Canada. 

C.W.Nichols,  Pres. _. 

R.  E.  Talley,  Pres 

40  Wall  St.,  N.  Y 

111  Broadway,  N.  Y 

Calumet,  Mich 

40  Wall  St.,  N.  Y 

25  Broadway,  N.  Y.. 

40  Wall  St.,  N.  Y.. 

Nichols  Copper  Co.,  N.  Y. 
United  Verde  Copper  Co.,  N.  Y. 

Gordon  Campbell,  Pres 

Henry  B.  PauU 

Calumet  &  Arizona  Mining  Co.,  N.  Y. 

T.  Burghardt 

Calumet  &  Hecla  Mining  Co.,  Boston. 

W.C.Bennett 

Noranda  Copper  Co.,  Montreal,  Canada. 

H.  D.  Smith 

14  Wall  St.,  N.  Y 

Magma  Copper  Co.,  N.  Y. 

W.J.  Quigley,  Pres- 

W.P.Todd 

730  Fifth  Ave.,  N.  Y 

52  Broadway,  N.  Y 

Brussels,  Belg 

Howe  Sound  Co.,  Canada. 
Copper  Range  Co.,  Boston. 

F.  Pisart 

Quincy  Mining  Co.,  N.  Y. 

Union  Miuiere  du  Haut  Katanga,  Katanga. 

C.  Qutt 

Luhumbnshi,  nr.  Elizabethville,  Belg.  Con- 

Chas. Booking,  Pros 

C.  V.  Drew,  Vice-Pres 

A.  D.  Ledoux 

25  Broad  St.,  N.Y... 

44  Wall  St.,  N.  Y. 

350  Madison  Ave.,  N.  Y_ . 
350  Madison  Ave.,  N.  Y.  - 

120  Broadway,  N.  Y 

25  Broadway,  N.  Y. 

25  Broadway,  N.  Y 

go,  South  Africa. 
Orandy  Consolidated  Mining,  Smelting  & 

Refining  Co.,  Vancouver,  B.  C. 
Cerro  De  Pasco  Copper  Corp^,  S,  America. 
Rio  Tinto  Co.,  Spain. 

Wm.  Sequine 

Howard  Smith,  Pres. -. 

Consolidated  Coppermines  Corp.,  N.  Y. 

E.  0.  Sowerwine 

R.  R.  Eekert,  Sec 

Anaconda  Copper  Mining  Co.,  N.  Y. 
Copper  Institute,  N.  Y. 

Mr.  Brownell  stated  that  the  Katanga  Mines  in  So.  Africa  are  owned  and 
operated  by  the  Belgian  government,  and  that  F.  Pisart  and  C.  Gutt  make  about 
two  trips  a  year  to  the  United  States  in  the  interest  of  the  Katanga  Mines;  that 
while  in  New  York  they  make  their  headquarters  at  the  American  Metals  Cor- 
poration, 25  Broadway,  in  which  concern  they  are  also  interested.  Both  Mi. 
Pisart  and  Mr.  Gutt  happened  to  be  in  New  York  at  the  time  the  meeting  was 
held  in  the  Midday  Club,  and  they  were  invited  to  attend,  though  Mr.  Brownell 
stated  that  he  does  not  know  who  invited  them,  nor  how  they  were  notified  of  the 
meeting.  Mr.  Brownell  furnished  Agent  with  a  copy  of  the  following  resolution, 
v.hich  was  submitted  to  the  meeting  at  the  Midday  Club,  and  which  was  the  prin- 
cipal business,  at  that  particular  meeting. 

"Heretofore  there  has  existed  in  the  copper  trade  a  custom  on  the  part  of 
smelters  to  buy  the  copper  contents  of  ores  and  concentrates,  and  on  the  part  of 
refineries  to  buy  the  copper  contents  of  blister  copper  or  other  impure  copper  for 
electrolytic  refining,  both  paying  for  the  same  on  the  basis  of  a  daily  quotation 
(in  America  most  generally  that  made  by  the  Engineering  &  Mining  Journal, 
known  as  the  "E.  &  M.  J."  quotation),  often,  if  not  usually,  long  prior  to  the  time 
such  copjier  contents  can  be  made  ready  for  delivery  on  the  market  as  refined  cop- 
per. 

The  trade  custom  above  described  grew  up  historically  when  mines  were  small 
and  poorly  financed.  A  generation  ago,  the  amount  of  copper  acquired  on  a  daily 
quotation  basis  by  United  States  smelters  and  refineries  probably  did  not  exceed 
five  thousand  tons  per  month.  In  1929,  it  reached  nearly  fifty  thousand  tons  per 
month.  European  smelters  and  refineries  quite  generally  are  accustomed  to  buy 
the  ores,  concentrates,  and  blister  on  the  same  basis  of  a  daily  quotation.  Gradu- 
ally in  the  United  States,  smelters  and  refineries  engaged  in  the  purchase  of  ore 
from  North  and  South  America,  as  well  as  from  Africa,  in  competition  with  the 
European  smelters  and  refineries,  adopted  the  same  practice  in  respect  to  this 
product,  and  the  same  is  now  quite  universal  throughout  the  copper  world. 

Time  has  demonstrated  that  the  custom  is  fraught  with  many  evils  to  the 
industry  at  large,  as  well  as  to  the  cusitom  smelters  themselves. 

(1),  It  causes  much  larger  fluctuations  in  the  price  of  copper  than  would  other- 
wise'be  the  case,  inasmuch  as  the  smelters  and  refineries  buying  copper  contents 
on  a  daily  quotation  basis  must,  in  order  to  protect  themselves  against  loss,  sell 
each  day  substantially  what  they  take  in  that  day,  and  at  whatever  price  may  be 
necessary  to  move  the  tonnage,  since  automatically  such  sales  affect  the  daily 
quotation  basis  on  which  the  day's  purchases  of  copper  are  made. 

The  copper  market  buys,  not  regularly  in  average  amounts,  but  irregularly  in 
buying  waves.  The  effect  is  that  in  dull  times  of  little  buying  of  copper,  the  price 
is  niuch  more  depressed  than  would  otherwise  have  been  the  <5ase,  because  of  the 
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necessity  of  the  sale  of  this  so-called  "custom"  copper.  On  the  other  hand,  in  an 
ascending  market,  the  price  of  copper  goes  up  much  more  rapidly  than  would 
otherwise  have  been  the  case,  because  the  smelters  and  refineries,  buying  on  a 
daily  quotation  basis,  do  not  dare  to  sell  ahead  of  the  day's  intake,  lest  the  copper 
thus  sold  might  be  bought  by  them  on  a  higher  quotation. 

(2)  The  custom  is  also  fraught  periodically  with  great  losses  to  the  smelters  and 
refineries,  especially  when  a  period  of  unusually  great  prosperity  in  the  industry  is 
followed,  as  inevitably  happens  sooner  or  later,  by  a  relatively  sudden  cessation  of 
prosperity  and  a  period  of  sub-normal  demand.  Prosperous  times  result  in  higher 
prices  of  copper,  which  cause  an  increasingly  greater  output  of  mines,  and  hence 
tonnage  of  copper  purchased  on  a  dailj'  quotation  basis.  Copper  in  process  cor- 
respondingly increases  in  quantity,  when  a  sudden  fall  occurs  and  a  great  loss 
follows  for  the  reason  that  the  fall  in  price  is  applicable  to  a  much  greater  volume 
of  copper  than  the  rise  in  price  applied  to,  because  the  latter  took  place  over  a 
much  longer  period  of  time.  Such  abnormal  losses  of  great  volume  occurred  in 
the  crisis  years  of  1907,  1914,  1918,  1921,  and  1930. 

It  is  believed  that  the  copper  industry  at  large  will  be  greatly  benefitted  and  the 
smelters  and  refineries  saved  very  large  losses  if  the  quantity  of  copper  purchased 
on  a  daily  quotation  basis  be  limited  to  the  class  of  copper  with  which  it  originated; 
namely,  that  produced  from  small  mines  of  weak  financial  standing  and  from  mines 
in  which  the  copper  content  is  a  by-product.  Mines  producing  copper  in  excess 
of  five  hundred  (500)  tons  per  month  should  take  a  position  as  a  producing  mine, 
and  custom  smelters  and  refineries  should  treat  their  product  on  what  is  known  as 
a  toll  basis;  namely,  not  purchasing  the  copper  contents  on  some  agreed  quotation, 
but  rendering  their  smelting  and/or  refining  services  for  an  agreed  charge,  produc- 
ing the  refined  product  within  an  agreed  time  and  thereafter  selling  the  resultant 
copper  on  a  commission  basis. 

Be  it,  therefore,  resolved  by  the  Copper  Institute  that  smelting  and  refining  com- 
panies be,  and  they  are  hereby,  asked,  for  the  good  of  the  industry  at  large,  to 
agree  each  with  the  other,  not  to  enter  into  any  new  contracts  under  which  any 
smelting  or  refining  company  obligates  itself  to  buy  the  copper  contents  of  any 
ores,  concentrates  and/or  blister  or  other  form  of  impure  copper,  for  refining,  by 
paying  for  the  same  .mi  a  daily  quotation  basis,  from  any  mine  producing  on  an 
average,  copper  conteniis  exceeding  five  hundred  (500)  tons  of  copper  per  month. 
This  clause  shall  not  debar  the  parties  from  buying  what  is  generally  known  as 
"scrap  copper"  on  the  daily  quotation  basis. 

Be  it  further  resolved  that  the  said  smelting  and  refining  companies. endeavor  to 
unite  in  buying  copper  tonnages  coming  from  a  mine  producing  in  excess  of  an 
average  of  five  hundred  (500)  tons  per  month  on  a  toll  basis;  namely,  an  agree- 
ment to  do  the  smelting  and/or  refining  for  a  specified  consideration,  making  the 
copper  contents  in  an  agreed-upon  form  of  electrolytic  or  other  grade  of  refined 
copper  within  some  time  to  be  stipulated  in  the  contract,  and  thereafter,  selling 
such  copper  for  the  customer  on  a  commission  basis  at  the  usual  standard  rates. 

Be  it  further  resolved  that  foreign  custom  smellers  and  refineries  be  asked  to  unite 
in  the  foregoing  trade  principle,  and  in  the  event  of  their  willingness  to  do  so,  that 
the  same  be  made  of  universal  application.  In  the  event,  however,  that  foreign 
smelters  and  refineries  do  not  agree  to  the  method  above  described,  then  and  in  that 
event  the  North  American  smelters  and  refineries  shall  be  at  liberty  to  compete 
V'ith  the  foreign  smelters  and  refineries  for  those  ores,  concentrates  and/or  blister 
copper  which  may  go  either  to  Europe  or  to  North  America  for  smelting  and  refin- 
ing, on  any  basis  that  may  enable  the  North  American  smelters  and/or  refineries 
to  take  the  copper  as  against  the  European  smelters  and/or  refineries. 

-  Kir.  Brownell  further  stated  that  after  the  above  resolution  was  proposed  and 
rather  fully  discussed,  those  present  then  discussed  the  general  question  of  the 
present  volume  of  production  of  copper  throughout  the  world.  At  this  meeting, 
Mr.  Brownell  states  that  Mr.  Pisart  and  Mr.  Gutt  astonished  everyone  present  by 
stating  that  the  Katanga  Mines  are  producing  33,000,000  lbs.  of  copper  per 
mouth.  Mr.  Brownell  pointed  out  that  the  Katanga  Mine  is  a  low  cost  produc- 
tion mine  and  that  its  copper  is  sold  in  the  European  markets.  He  stated  that  no 
one  present  had  any  idea  that  the  Katanga  Mines  were  producing  any  such 
quantity  of  copper,  as  the  figures  given  by  Mr.  Pisart  and  Mr.  Gutt.  Mr. 
Brownell  further  stated  that  the  question  of  limitation  of  production  came  up, 
and  was  discussed,  although  he  has  no  idea  who  first  raised  the  question.  No 
definite  action  was  taken  at  this  meeting  relative  to  a  limitation  of  production, 
and  no  commitments  were  made  by  any  of  those  present  representing  copper  pro- 
ducing companies.  It  was,  however,  decided  that  subsequent  meetings  would  be 
held  to  discuss  the  matter  of  curtailment  of  productioti,  and  that  the  meetings 
would  be  open,  and  everybody  in  the  industry  would  be  invited. 
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The  next  meeting  was  held  Thursday,  November  6th,  1930,  at  10:00  A.  M.,  in 
Room  1938,  at  the  Biltmore  Hotel,  Madison  Avenue  &  43rd  St.  The  following 
were  present  at  this  meeting. 


Names 

Addresses 

Companies  represented 

C  F  Kelley,  Pres 

25  Broadway,  N.  Y 

120  Broadway,  N.  Y 

120  Broadway,  N.  Y 

40  WallSt.,  N.  Y...- 

Anaconda  Copper  Mining  Co.,  N  Y 

F.  H.  Brownell,  Chairman 

E.  T.  Stannard,  Vice  Pres 

L.  S.  Gates,  Pres 

C.  E.  Dodge,  Vice  Pres 

American  Smelting  &  Refining  Co.,  N.  Y. 
Kennecott  Copper  Co.,  N.  Y. 
Phelps  Dodge  Corp.,  N.  Y. 

L.  Vogclstein,  Chairman 

R.  C.  Stanley,  Pres. 

B.W.  Nichols 

61  Broadway,  N.  Y 

67  Wall  St.,  N.  Y 

40  Wall  St.,  N.  Y 

Ill  Broadway,  N.  Y 

Calumet,  Mich__ _._ 

40  Wall  St.,  N.  Y __ 

Boston. ._- 

40  Wall  St.,  N.  Y 

14  WallSt.,  N.Y 

52  Broadway,  N.Y 

25  Broad  St.,  N.  Y    

44  Wall  St.,  N.Y. 

350Madison  Ave.,  N.  Y.. 

120  Broadway,  N.  Y 

25  Broadway,  N.  Y 

25  Broadway,  N.  Y 

American  Metal  Co.,  N.  Y. 
Internat'l  Nickel  Co.,  Inc.,  Canada.. 
Nichols  Copper  Co.,  N.  Y. 

R.  E.  Talley 

Gordon  Campbell,  Pres 

Henry  B.  Paull _ 

R.  L.  Agassiz,  Chairman 

W.  C.  Bennett.- 

Fred  Seflrles    ... 

United  Verde  Copper  Co.,  N.  Y. 
Calumet  &  Arizona  Copper  Co.,  N.  Y. 

Calumet  &  Hecla  Copper  Co.,  Boston. 
Noranda  Copper  Co.,  Canada. 
Magma  Copper  Co.,  N.  Y. 

W.  P.  Todd 

Copper  Range  Co.,  Boston. 

Chas.  Becking,  Pres 

C.  V.  Drew,  Vice  Pres.. 

Qranby  Consolidated  Mining,  Smelting  & 

Refining  Co.,  Vancouver,  B.  C. 
Cerro  de  Pasco  Copper  Corp.,  So.  America. 
Rio  Tinto  Co.,  Spain 

Howard  Smith 

Consolidated  Coppermines  Corp.,  N.  Y. 

E.  0.  Soworwine _ 

R.  R.  Eckert,  Sec 

Anaconda  Copper  Mining  Co.,  N.  Y. 
Copper  Institute,  N.  Y. 

At  this  meeting  the  resolution  proposed  at  the  meeting  held  at  the  Midday 
Club  and  more  fully  set  forth  above  was  adopted  and  regularly  entered  upon  the 
records  of  the  Copper  Institute.  Mr.  Brownell  stated  that  there  was  further 
discussion  at  this  meeting  relative  to  curtailing  production.  No  committees  were 
appointed  and  Mr.  C.  F.  Kelley  who  is  chairman  of  the  Executive  Committee  of 
the  Copper  Institute,  and  who  had  held  the  chair  at  the  Institute  meeting  at  the 
Midday  Club,  continued  to  act  as  chairman  at  the  subsequent  meetings,  at  the 
Biltmore  Hotel,  and  later.  Mr.  Brownell  further  stated  that  the  first  meeting 
at  which  limitation  of  production  was  discussed  there  were  several  ideas  brought 
out,  one  of  which  was  to  cut  the  wages  of  the  employees  at  the  mines  and  refineries, 
and  to  generally  cut  down  on  the  overhead  and  operating  expenses.  This  plan 
was  dropped  for  the  reason  that  practically  all  the  mines  are  at  present  running 
only  part  time  and  in  such  arrangements,  the  employees  are  barely  making  a  living 
wage.  A  further  reduction  along  this  line  would  be  impractical,  at  the  present 
time.  The  second  plan  advanced  was  that  production  be  shut  down  for  a  period 
of  two  months  or  longer.  This  idea  was  also  discussed  and  abandoned.  The 
third  idea  advanced  was  that  production  be  curtailed  to  such  an  extent  that  the 
surplus  stocks  on  hand  be  absorbed. 

This  idea  was  modified  and  a  plan  of  equalizing  production  to  consumption 
was  substituted.  To  equalize  production  with  consumption  it  -would  be  neces- 
sary to  cut  down  the  present  production  20,000  tons  per  month.  Mr.  Brownell 
stated  that  at  the  first  discussion  held  at  the  Midday  Club,  it  was  seen  that  the 
Katanga  Mines  controlled  the  situation  due  to  their  volume  of  production  and 
to  their  low  cost  of  production.  Unless  Katanga  Mines  would  agree  to  curtail 
their  production,  it  would  be  useless  for  the  American  producers  to  enter  into  a 
plan  of  curtailment  among  themselves.  Therefore,  the  whole  plan  hinged  upon 
what  action  would  be  taken  by  the  Katanga  Mines.  Mr.  Brownell  stated  that 
the  only  American  companies  owning  low  cost  production  mines  are  the  Anaconda 
Copper  Mining  Co.,  with  its  Chile  Mine  located  in  Chile,  and  the  Kennecott 
Copper  Co.,  ^vith  its  Braden  Mine,  also  located  in  Chile.  Both  of  these  companies 
are  able  to  ship  low  cost  production  copper  to  the  European  markets  and  compete 
with  the  Katanga  Mines.  These  three  companies,^the  Anaconda  Copper  Mining 
Co.,  the  Kennecott  Copper  Co.,  and  the  Katanga  Mines  entered  into  a  conference 
or  conferences  aside  from  the  general  conferences  being  held  by  all  producers  and 
reached  some  sort  of  an  agreement  am.ong  themselves.  Mr.  Brownell  stated  he 
does  not  know  what  transpired  at  the  meetings  held  among  these  three  concerns, 
nor  to  what  extent  each  agreed  to  curtail  its  production.  However,  at  the  final 
conference  of  all  companies,  these  companies  announced  that  they  would  absorb 
their  proper  proportion  of  the  surplus  production,  the  three  companies  together 
agreeing  to  curtail  to  tlie  extent  of  7,000  tons  per  month.  No  one  outside  of  the 
three  companies  knowp  what  proportion  of  this  7,000  tons  is  being  borne  by  each 
company. 
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The  next  meeting  of  all  producers  held  for  the  purpose  of  discussing  curtail- 
ment of  production,  and  which  was  in  no  sense  an  Institute  meeting,  was  held 
Tuesday,  November  11,  1930  at  the  Board  Room  of  the  American  Smelting  & 
Refining  Co.,  120  Broadway,  New  York  City.  Mr.  Brownell  stated  that  inas- 
much as  his  company  has  the  largest  Board  Room  of  any  of  the  companies,  he 
tendered  its  use  to  the  group  for  the  purpose  of  holding  any  further  meetings. 
The  following  were  present  at  this  meeting. 


Names 

Addresses 

Companies  represented 

C.  F.  Kelley,  Pres. 

26  Broadway,  N.  Y 

Anaconda  Copper  Mining  Co.,  N.  Y. 

F.  H.  Brownell,  Chairman 

120  Broadway,  N.  Y 

American  Smelting  &  Refining  Co.,  N.  Y. 
Kennecott  Copper  Co.,  N.  Y. 

E.  T.  Stannard,  Vice  Pres 

"           "              " 

L.  S.  Gates,  Pres 

40  WallSt.,N.  Y.. 

Phelps  Dodge  Corp.,  N.  Y. 

L.  Vogelstein,  Chairman 

61  Broadway,  N.  Y 

American  Metal  Co.,  N.  Y. 

O.  Sussman,  Pres. 

«          11             11 

"                 "              " 

P.  D.  Merica 

67  Wall  St.,  N.  Y 

Internat'l  Nickel  Co.,  Canada. 

C.W.Nichols -- -.. 

40WallSt.,  N.  Y_ 

Nichols  Copper  Co.,  N.  Y. 

R.  E.Talley 

Ill  Broadway,  N.  Y 

United  Verde  Copper  Co.,  N.  Y. 

R.  L.  Agassiz,  Chairman 

Boston 

Calumet  &  Hccia  Copper  Co.,  Boston. 

W.  C.  Bennett - -. 

40  WallSt.,  N.  Y.... 

Noranda  Copper  Co.,  Boston. 

F.  Searles 

14  Wall  St.,  N.  Y. 

Magma  Copper  Co..  N.  Y. 

AV.  P.  Todd 

52  Broadway,  N.  Y 

Copper  Range  Co.,  Boston. 

D.  Paine  .    .    '         - 

120  Broadway,  N.  Y     . 

American  Smelting  &  Refining  Co    N  Y 

F.  Pisart                               -  - 

Brussels,  Bclg 

Union  Miniere  du  Haut  Katanga,  Katanga 
f    Lubumbashi,    nr.    Elizabethville,    Belg. 
\    Congo,  So.  Africa. 

C.  Gutt                   

C.  V.  Drew,  Vice  Pres 

44  Wall  St.,  N.  Y 

Cerro  de  Pasco  Copper  Corp.,  S.  Amer. 

A.  D.  Ledoux 

3.';0  Madison  Ave.,  N.  Y. . 

Rio  Tinto  Co.,  Spain 

Howard  Smith 

120  Broadway,  N.  Y 

Consolidated  Coppermines  Corp.,  N.  Y. 

R.  Schreiber 

40  Rector  St.,  N.  Y 

Metallgesellschaft,  Germany 

E.  0.  Sowprwine - 

25  Broadway,  N.  Y 

Anaconda  Copper  Mining  Co.,  N.  Y 

R.  R.  Eckert 

Copper  Institute,  N.  Y. 

At  this  meeting  Mr.  Pisart  and  Mr.  Gutt  announced  that  Katanga  Mine  would 
not  enter  into  a  plan  of  curtailing  production  unless  the  Bor  Mine  in  Jugo-Slavia 
would  also  agree  to  curtail  its  production.  Mr.  Brownell  stated  that  the  Boi"  Mine 
sells  its  copper  in  the  European  market  and  is  in  competition  with  the  Katanga 
Mine.  However,  the  Bor  Mine  is  a  small  concern  and  is  unknown  to  the  American 
producers.  It  is  believed  that  the  Bor  Mine  is  owned  partly  by  the  .lugo-Slavian 
government  and  is  maintained  mainly  as  a  source  of  supply  for  military  purposes. 

The  final  meeting  was  held  November  13,  1930,  at  10:00  A.  M.  in  the  Board 
Room  of  the  American  Smelting  &  Refining  Co.,  120  Broadway.  The  following 
were  present  at  this  meeting: 


Names 

Addresses 

Companies  represented 

C.  F.  Kelley,  Pres. 

25  Broadway,  N.  Y. 

120  Broadway,  N.  Y 

120  Broadway,  N.  Y. 

40  Wall  St.,  N.  Y 

61  Broadway,  N.  Y 

61  Broadway,  N.  Y 

67Wall^St.,  N.  Y......... 

Anaconda  Copper  Mining  Co.,  N.  Y. 

F.  H.  Brownell,  Chairman 

E.  T.  Stannard,  Vice  Pres 

L.  S.  Gates,  Pres 

American  Smelting  &  Refining  Co.,  N.  Y. 
Kennecott  Copper  Co.,  N.  Y. 
Phelps  Dodge  Corp.,  N.  Y. 

L.  Vogelstein,  Chairman 

0.  Sussman,  Pres 

American  Metal  Co.,  N.  Y. 

R.  G.  Stanley,  Pres 

Internat'l  Nickel  Co.,  Inc.,  Can. 

P.  D.  Merica   " 

C.  W.  Nichols 

40  Wall  St.,  N.  Y 

111  Broadway,  N.  Y 

Nichols  Copper  Co.,  N.  Y. 

R.  E.Talley.. 

United  Verde  Copper  Co.,  N.  Y. 

R.  L.  Agassiz,  Chairman 

W.  C.  Bennett        

Calumet  &  Hecla  Copper  Co.,  Boston. 

40  Wall  St..  N.  Y 

52  Broadway,  N.  Y 

Brussels,  Belg 

Noranda  Copper  Co.,  Montreal,  Can. 

W.P.Todd                     

Copper  Range  Co.,  Boston. 

F.  Pisart.                     ... 

Quincy  Mining  Co.,  N.  Y. 
(Union  Miniere  du  Haut  Katanga.  Katanga 
•!    Lubumbashi,    nr.    Elizabethville,    Belg. 
I    Congo,  So.  Africa. 

Rio  Tinto  Co.,  Spain. 

C.  Gutt  .      . 

AD.  T.pdoiiT 

350  Madison  Ave.,  N.  Y. . 
350  Madison  Ave.,  N.  Y.. 

120  Broadway,  N.  Y 

25  Broadway,  N.  Y 

25  Broadway,  N.  Y 

40  Rector  St.,  N.  Y 

Wm.  Seguine  .                     .  .. 

Howard  Smith 

Consolidated  Coppermines  Co.,  N.  Y. 

E.  O.  Sowerwine  . 

Anaconda  Copper  Mining  Co.,  N.  Y. 

R.  R.  Eckert,  Sec ....'... 

Copper  Institute,  N.  Y. 

E.  Simon 

Metallgesellschaft,  Germany. 

At  this  meeting  the  Katanga  Mine  representatives  announced  that  the  Bor 
Mines  had  agreed  also  to  curtail  their  production  in  an  amount  satisfactory  to 
the  Katanga  interests,  all  negotiations  with  the  Bor  Mine  having  been  carried 
on  by  the  Katanga  representatives  direct;     At  this  final  meeting,  the  producers 
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present  agreed  that  a  curtailment  of  production  was  necessary  to  save  the  industry 
from  further  distress.  Based  upon  the  present  surplus  production  of  20,000  tons 
per  month,  each  company  submitted  to  Mr.  R.  R.  Eckert,  secretary  of  the  Insti- 
tute, the  amount  of  curtailment  to  be  undertaken  by  it.  The  following  list  is 
the  present  plan  of  curtailment  as  arrived  at  by  all  companies.  This  list  shows 
the  current  monthly  production  and  also  shows  the  agreed  future  production 
under  the  curtailment  plan. 

Production 


Current  Pro- 
duction 


Agreed  Future 
Prod,  under 
Curtail.  Plan 


Decrease 


Internat'l  Nickel  Co 

Phelps  Dodge  Corporation 

Calumet  &  Arizona - 

United  Verde  Copper  Co 

Calumet  &  Hecla  Copper  Co -- 

Old  Dominion --- 

Magma  Copper  Co 

Mohawli  Mining  Co -. 

Consolidated  Coppefmines  Corp 

Copper  Range  Company 

Quincy  Mining  Co-_.- 

Cerro  de  Pasco  Copper  Co 

Oranby  Consolidated  Mining  &  Smelting  Co. 

Noranda  Copper  Co -.- 

Matahambre 

Britannia.- - - 

American  Smelting  &  Refining  Co 

Rio  Tinto  Co.. - -. . 

United  Verde  Ext 

Walker  Mining  Co.. 

Miami  Copper  Co 


6,000 
6,413 
3,758 
2,670 
4,500 

780 
1,494 

525 
1,170 
1,250 

500 
5,300 
1,775 
3,250 
1,400 
1,850 
1,800 
3,700 
2,014 

600 
3,035 


3,750 

5,133 

3,159 

2,750 

3,217 

600 

1,200 

525 

900 

750 

UOO 

3,300 

1,400 

2,500 

1,200 

1,300 

1,050 

2,724 

1,500 

500 

2,000 


Bor  Mines,  Jugo-Slavia 

Anaconda  Copper  Mining  Co. 

Kennecott  Copper  Corp 

Katanga  Mine.- 


53, 784 


39, 758 


23, 630 
22, 385 
16,  500 


14, 026 
640 


62,  515 


63,  515 


9,000 


Total. 


116,  299 


93, 273 


>  Later  cbanged  to  500. 

Everyone  present  understood  that  this  proposed  agreement  is  purely  voluntary  . 
on  the  part  of  all  producers  and  is  for  the  best  interest  of  the  industry.  After 
this  agreement  had  been  reached,  Mr.  F.  H.  Brownell,  Mr.  C.  F.  Kelley,  and  Mr. 
L.  Vogelstein  were  appointed  as  a  committee  to  release  a  notice  to  the  .press  con- 
cerning the  action  taken  as  a  result  of  the  conference.  Mr.  Brownell  stated  that 
a  draft  of  the  press  release  was  drawn. up  immediately  following  the  final  meeting, 
which  draft  was.  typed  in  his  office  and  then  submitted  to  Col.  Wm.  J.  Donovan, 
former  Asst.  Atty.  General,  for  approval.  The  plan  was  discussed  thoroughly 
with  Col.  Donovan  and  the  press  release  was  corrected  and  redrafted  at  Col. 
Donovan's  office.  It  was  then  taken  to  the  office  of  Mr.  C.  F.  Kelley,  president 
of  the  Anaconda  Copper  Mining  Co.,  and  was  there  again  revised  and  released  to 
the  press  by  Mr.  Kelley  and  himself.  Mr.  Brownell  stated  that  while  Col" 
Donovan  was  employed  by  the  group  as  a  whole  to  pass  upon  the  plan  for  curtail- 
ment of  production,  and  the  plan  in  its  entirety  was  submitted  to  Col.  Donovan 
before  the  notice  of  its  adoption  was  released  to  the  press,  that  he  is  of  the  opinion 
that  each  producer  attendin'g  the  conference  also  referred  the  matter  to  their  own 
counsel  for  an  opinion. 

In  connection  with  the  names  of  those  present  at  the  different  conferences,  as 
reported  herein,  it  should  be  here  stated  that  same  were  furnished  by  Mr.  R.  R. 
Eckert,  Secretary  of  the  In.stitute,  at  the  request  of  Mr.  F.  H.  Brownell,  and  are 
believed  to  be  correct.  There  may  be  an  omission,  since  no  record  was  kept  of 
the  meetings,  and  these  lists  were  compiled  by  Mr.  Eckert  from  pencilled  notations 
made  by  him  and  from  memory. 

Agent  obtained  from  the  American  Bureau  of  Metal  Statistics,  a  copy  of  its 
1929  Year  Book,  which  contains  statistics  on  the  copper  industry,  and  which' it 
is  believed  will  be  of  interest  in  connection  with  this  investigation.  This  Year 
Book  is  submitted -herewith  to  the  Bureau,  marked  Exhibit  #1. 
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All  investigation  requested  by  the  Bureau  having  been  completed,  this  matter 
will  be  held  in  abeyance,  pending  Bureau  instructions. 
Pending. 

Exhibit  No.  2139 

Copper  Institute, 
25  Broadway,  New  York,  January  9,  1931. 
Enclosed  we  hand  you  copies  of  minutes  of  Copper  Institute  meetings  of  Nov. 
3,  1930  and  January  5,  1931  with  attachments. 

R.    R.    EcKEHT,  Secretary. 
Minutes 

A  meeting  of  the  Executive  Committee  of  the  Copper  Institute  was  held  at  the 
Midday  Club,  on  November  3,  1930,  at  2.30  P.  M. 

Present,  Messrs:  C.  F.  Kellev,  Chairman,  F.  H.  Brownell,  E.  T.  Stannard 
C.  W.  Nichols,  Louis  S.  Gates,  T.  Burghardt,  R.  E.  Tally,  L.  Vogelstein,  Gordon 
R.  Campbell. 

Also  present,  Messrs:  C.  E.  Dodge,  R.  C.  Stanley,  Henry  B.  Paull,  H.  D.  Smith, 
W.  P.  Todd,  C.  Gutt,  C.  V.  Drew,  Wm.  Sequine,  E.  O.  Sowerwine,  0.  Sussmann, 
P.  D.  Merica,  W.  C.  Bennett,  W.  J.  Quigley,  F.  Pisart,  Chas.  Booking,  A.  D. 
Ledoux,  Howard  Smith,  R.  R.  Eckert,  Secretary. 

The  following  resolution  was  adopted; 

Whereas  in  the  copper  industry  the  prevailing  world-wide  business  depression 
has  resulted  in  the  accumulation  of  unprecedented  reserves  of  copper  and  a  sub- 
stantial decrease  in  the  demand  for  and  the  consumption  of  copper,  and 

Whereas  under  existing  conditions  these  reserves  of  copper  are  being  increased 
at  a  rate  in  excess  of  250,000  of  copper  per  year,  and 

Whereas  the  fact  that  the  producers  of  copper  will,  if  conditions  continue  as  at 
present,  be  forced  to  dump  these  reserves  of  copper  upon  the  market  regardless  of 
the  price  to  be  obtained,  has  driven  the  cost  of  copper  below  the  average  cost  of 
production,  and 

Whereas  the  continuance  o£  existing  conditions  will  result  in  the  forced 
shutting  down  of  many  of  the  copper  mines  in  the  United  States  with  resulting 
unemployment  to  upwards  of  250,000  men,  and 

Whereas  it  is  felt  that  this  situation  confronts  the  industry  as  a  whole  and  is 
not  limited  in  its  effect  to  the  members  of  the  COPPER  INSTITUTE  and  that 
therefore  the  Copper  Institute  is  unable  effectively  to  deal  with  the  situation. 

Now,  Therefore,  be  it 

Resolved  that  the  Executive  Committee  of  the  Copper  Institute  recommends 
that  a  meeting  of  representatives  of  the  entire  industry  be  called  to  consider  such 
proper  and  legal  plans  as  wiU  more  nearly  adjust  production  to  consumption. 

The  meeting  adjourned. 

R.  R.  Eckert,  Secretary. 

Minutes 

A  meeting  of  the  Executive  Committee  of  the  Copper  Institute  was  held  in  Mr. 
C.  F.  Kelley's  office,  on  January  5,  1931,  at  3.00  P.  M. 

Present  Messrs:  C.  F.  Kelley,  Chairman,  F.  H.  Brownell,  C.  E.  Dodge,  C.  T. 
Ulrich,  L.  Vogelstein,  T.  Burghardt,  H.  B.  Paull,  R.  E.  Tally,  R.  R.  Eckert, 
Secretary. 

The  minutes  of  the  previous  meeting  were  approved. 

The  Committee  approved  a  statement  presented  by  the  Secretary,  copy  of  which 
is  attached,  setting  forth  a  record  of  meetings  held  pursuant  to  the  recommenda- 
tions of  the  Executive  Committee,  at  their  meeting  of  November  3,  1930. 

The  Secretary  also  presented  an  opinion  by  Colonel  William  J.  Donovan, 
dated  November  13,  1930,  copy  of  which  is  attached,  which  confirms  the  oral 
opinion  given  by  him  to  representatives  of  the  industry  on  that  date. 

The  meeting  adjourned. 

R.   R.   Eckert,  Secretary. 

On  November' 3,  1930,  a  meeting  of  the  Executive  Committee  of  the  Copper 

.  Institute  was  held  for  the  purpose  of  considering  the  critical  situation  of  the  copper 

industry.     This  meeting  was  held  in  accordance  with  a  notice  sent  to  all  the 
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members  of  the  Executive  Committee  on  October  28,  1930.  The  members  of  the 
Executive  Committee  were  the  following:  Mr.  F.  H.  Brownell,  Mr.  C.  F.  Kelley, 
Mr.  Stephen  Birch,  Mr.  C.  W.  Nichols,  Mr.  Louis  S.  Cates,  Mr.  R.  L.  Agassiz, 
Mr.  R.  E.  Tally,  Mr.  L.  Vogelstein,  Mr.  Gordon  R.  Campbell. 

The  meeting  had  been  scheduled  to  be  held  at  Room  551,  25  Broadway,  but  it 
was  deemed  advisable  to  enlarge  the  meeting,  each  member  of  the  Executive 
Committee  being  requested  to  invite  anyone  in  the  industry  he  chose  to  have 
attend.  It  was  expected  also  that  Mr.  Pisart,  representative  of  the  Union 
Miniere,  largest  copper  group  outside  of  the  United  States  operating  in  Katanga, 
Belgian  Congo,  Africa  and  having  headquarters  at  Brussels,  Belgium,  would  arrive 
in  this  country  on  his  semi-annual  visit  to  the  United  States.  It  was  known  that 
he  felt  grave  concern  over  the  condition  of  the  industry  and  was  desirous  of  dis- 
cussina:  possible  constructive  measures  of  relief.  He  also  was  asked  to  attend 
the  meeting.  In  order  to  accommodate  the  larger  number  expected,  the  meeting 
was  changed  from  25  Broadway  to  the  Midday  Club.  In  attendance  at  this  meet- 
ing were  the  following: 

C.  F.  Kelley,  Pres.  Anaconda  Copper  Mining  Co.  N.  Y. 

F.  H.  Brownell,  Chairman,  Amer.  Smelting  &  Refining  Co.  N.  Y. 

E.  T.  Stannard,  Vice  Pres.,  Kennecott  Copper  Corporation,  N.  Y. 
L.  S.  Cates,  Pres.,  Phelps  Dodge  Corporation,  N.  Y. 

C.  E.  Dodge,  Vice  Pres.,  Phelps  Dodge  Corporation,  N.  Y. 
L.  Vogelstein,  Chairman,  American  Metal  Co.  Ltd.  N.  Y. 
O.  Sussmann,  Pres.,  Matahambre  Mines,  Cuba. 
R.  C.  Stanley,  Pres.,  Inter.  Nickel  Co.  Canada. 
P.  D.  Merica,  Inter.  Nickel  Co.  Canada. 
C.  W.  Nichols,  Pres.,  Nichols  Copper  Co.  N.  Y. 
R.  E.  Tally,  Pres.,  United  Verde  Copper  Co.,  N.  Y, 
Gordon  R.  Campbell,  Pres.,  Cal.  &  Arizona  C.  Co.  N.  Y. 
Henry  B.  Paull,  Cal.  &  Arizona  C.  Co.  N.  Y. 
T.  Burghardt,  Cal.  &  Hecla  Cons.  Copper  Co.  NY. 
W.  C.  Bennett,  Noranda  Copper  Co.  N.  Y. 
H.  D.  Smith,  Magma  Copper  Co.  N.  Y. 
W.  J.  Quigley,  Howe  Sound  Co.  Canada. 
W.  P.  Todd,  Copper  Range  Company.  Boston. 
Quincy  Mining  Company. 

F.  Pisart,  Katanga,  Africa. 
C.  Gutt,  Katanga,  Africa. 

Chas.  Bocking,  Pres.,  Grauby,  Canada. 

C.  V.  Drew,  Vice  Pres.,  Cerro  de  PasCo,  S.  Amer. 

A.  D.  Ledoux,  Rio  Tinto  Co.  Spain, 

Wm.  Seguine,  Rio  Tinto  Co.  Spain, 

Howard  Smith,  Pres.,  Cons.  Cop'mines  Co.  N.  Y. 

E.  O.  Sowerwine,  Anaconda  Copper  Mg.  Co.  N.  Y, 
R.  R.  Eckert,  Secretary,  Copper  Institute,  N.  Y. 

At  that  meeting  the  general  situation  was  discussed.  The  Executive  Com- 
mittee adopted  a  resolution  recommending  the  advisability  of  curtailing  the  pro- 
duction of  copper  in  order  to  prevent  demoralization.  It  was  determined  the 
situation  was  such  that  no  action  by  the  Institute  could  alleviate  it  but  that 
conditions  should  be  considered  by  the  industry  as  such.  Accordingly,  an  invita- 
tion was  given  to  representatives  of  all  copper  producing  units  requesting  them 
to  attend  a  meeting  at  the  Hotel  Biltmore  on  November  6,  1930.  The  following 
were  present: 

C.  F.  Kelley,  Pres.,  Anaconda  Copper  Mining  Co.  N.  Y. 

F.  H.  Brownell,  Chairman,  Amer.  Smelting  &  Refining  Co.  N.  Y. 
E.  T.  Stannard,  Vice  Pres.,  Kennecott  Copper  Corp.  N.  Y. 

L.  S.  Cates,  Pres.,  Phelps  Dodge  Corp.  N.  Y. 

C.  E.  Dodge,  Vice  Pres.,  Phelps  Dodge  Corp.  N.  Y. 

L.  Vogelstein,  Chairman,  American  Metal  Co.  N.  Y. 

R.  C.  Stanley,  Pres.,  Intern.  Nickel  Co.  Canada. 

C.  W.  Nichols,  Pres.,  Nichols  Copper  Co.  N.  Y. 

R.  E.  Tally,  United  Verde  Copper  Co.  N.  Y. 

Gordon  R.  Campbell,  Pres.,  Cal.  &  Arizona  Mg.  Co.  N.  Y 

Henry  B.  Paull,  Cal.  &  Arizona  Mg.  Co.  N.  Y. 

R.  L.  Agassiz,  Chairman,  Cal.  &  Hecla  Cons.  Copper  Co.  Boston. 

W.  C.  Bennett,  Noranda  Copper  Co.  Canada. 

Fred  Searles,  Magma  Copper  Co.  N.  Y. 

W.  P.  Todd,  Copper  Range  Co.  Boston, 

Chas.  Bocking,  Pres.,  Granby  Canada. 
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C.  V.  Drew,  Vice  Pres.,  Cerro  de  Pasco,  S.  America. 

A.  D.  Ledoux,  Rio  Tinto  Co.  Spain. 

Howard  Smith,  Pres.,  Cons.  Copmines  Co.  N.  Y. 

E.  O.  Sowerwine,  Anaconda  Copper  Mining  Co.  N.  Y. 

R.  R.  Eckert,  Sec,  Copper  Institute,  N.  Y. 

At  the  meeting,  the  existing  condition  of  the  copper  industry  was  fully  set  forth. 
It  was  pointed  out  that  since  the  panic  of  November  1929,  the  condition  in  the 
copper  industry  has  been  one  of  constantly  increasing  difficulty  due  to  the  malad- 
justment between  production  and  consumption.  Notwithstanding  a  drop  of 
26.1%  in  the  consumption  of  copper,  as  indicated  by  deliveries  during  the  twelve 
months  ended  October  31,  1930,  compared  with  the  average  for  the  ten  months 
ended  October  31,  1929,  the  production  maintained  an  average  of  303,343,000  lbs. 
per  month.  The  inevitable  result  of  the  maintenance  of  production  while  deliveries 
decreased  as  above,  was  an  increase  during  the  twelve  months  of  514,000,000  lbs. 
to  the  accumulated  stock  of  copper,  which  on  November  1,  amounted  to  approxi- 
mately 1,250,000,000  lbs.  of  which  about  770,000,000  were  in  the  form  of  refined 
stock,  and  about  480,000,000  lbs.  were  crude  or  blister  copper,  and  that  such 
increase  in  stock  had  resulted  in  the  complete  demorahzation  of  the  industry  and 
in  a  current  price  below  the  average  cost  of  production. 

Experience  has  demonstrated  that  the  stock  required  to  conduct  the  business 
under  ordinary  conditions  should  be  approximately  700,000,000  lbs.,  of  which 
approximately  200,000,000  lbs.  should  be  carried  as  refined  stock,  and  the  balance 
as  crude.  This  amount  of  copper  is  amply  sufficient  to  take  care  of  the  require- 
ments of  the  industry  when  business  is  being  conducted  upon  a  normal  basis, 
such  as  apphed  prior  to  the  peak  demand  of  1928  and  1929.  Therefore,  upon  the 
basis  of  business  as  it  had  maintained  in  the  years  immediately  preceding  1928, 
there  existed  on  November  1,  1930,  a  surplus  of  more  than  500,000,000  lbs.  of 
copper.  Notwithstanding,  current  business  had  fallen  far  below  that  of  the  years 
immediately  preceding  1928. 

The  consequence  of  this  excess  production  resulted  in  a  corresponding  decrease 
in  price,  until,  during  the  month  of  October,  an  average  of  9.822$i  per  lb.  prevailed, 
and  a  minimum  price  of  9.5^  per  lb.  for  electrolytic  copper  deUvered  to  New 
England  points  was  reached.  At  this  level  the  greater  part  of  copper  produced  is 
being  sold  at  considerably  less  than  the  cost  of  production,  which,  according  to 
information  published  by  the  United  States  Tariff  Commission  (Senate  Document 
No.  145  71st  Congress,  2nd  Session)  is  as  follows: 

Domestic — Cost  per  pound 


Percentage  of 
analyzed  pro- 
duction 

Percentage  of. 
analyzed  Pro- 
duction 

1928 

1929 

1928 

1929 

26 
9 
16 
12 

7 

18 
8 
8 
16 
13 

12  cents  to  13  cents - 

16 
10 

1 

13  cents  tc  14  cents 

8 

14  cents  to  15  cents --- 

12 

15  cents  to  16  cents 

12 

96 

06 

Average:  1928,  10.27  cents;  1929,  11.81  cents. 

Foreign-^^Cost  per  pound 


Percentage  of 
analyzed  im- 
ports 

Percentage  of 
analyzed  im- 
ports 

1928 

1929 

1928 

1929 

35 
13 
14 
9 
4 

(') 
(') 
(') 
(') 

12  cents  to  13  cents.. 

8 

7 

(') 

8  cents  to  9  cents 

13  centsto  14  cents 

(') 

9  cents  to  10  cents .-- 

90 

10  cents  to  11  cents 

11  cents  to  12  cents -- 

Average:  1928, 10.20  cents.  . 
1  Not  available. 

124491 — 41 — pt.  2r» 29 
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Discussion  followed  and  it  was  stated  that  60%  of  the  world's  production  of 
copper  is  mined  outside  the  United  States.  The  copper  market  is  a  world  wide 
market  and  consequently  this  foreign  produced  copper  competes  directly  with 
domestic  copper,  both  within  the  United  States  and  abroad.  In  this  r^ard  it 
was  pointed  out  that  the  cost  of  production  abroad  had  not  increased  as  rdpidly 
as  in  the  United  States,  and  that  as  a  result  it  was  estimated  that  more  than 
78%  of  all  copper  produced  in  foreign  countries  was  produced  at  a  cost  of  less 
than  11^  per  lb.  whereas  in  the  United  States  only  about  55%  is  produced  at  a 
cost  less"  than  11^.  Moreover  in  this  country  abqut  25%  of  copper  output  is 
produced  at  a  cost  in  excess  of  14)i  per  pound.  So  far  as  is  known  all  foreign 
copper  is  produced  at  a  cost  less  than  14jiS  per  pound. 

It  was  apparent  to  all  that  some  action  in  the  interest  of  domestic  producers 
was  imperative  to  correct  the  situation,  and  that  if  conditions  that  prevailed  were 
permitted  to  continue,  many  mining  companies  would  become  insolvent  and  of 
necessity  be  compelled  to  suspend  operations,  while  others  could  continue  only 
at  the  risk  of  jeopardizing  whatever  available  resources  they  could  demand. 

Due  to  these  facts  it  was  recognized  that  the  American  producers  acting  alone 
woiild  be  powerless  to  correct  the  situation. 

Accordingly,  it  was  suggested  that  the  representatives  divide  themselves  into 
two  groups,  one  representing  the  small  producers  and  the  other  representing  the 
larger  units  of  the  industry.  It  was  suggested  that  they  canvass  the  situation 
among  themselves  in  aii  effort  to  arrive  at  a  solution  that  might  best  meet  the 
situation.  Subsequently,  a  meeting  was  held  on  November  7th,  a  list  of  those  in 
attendance  not  having  been  taken,  and  at  which  time  there  was  a  continuance  of 
the  discussion  as  to  what  should  be  done,  but  no  conclusion  was  reached. 

This  meeting  was  held  at  the  office  of  American  Smelting  &  Refining  Co.,  120 
Broadway,  New  York,  N.  Y. 

Also,  a  meeting  was  held  on  November  11th  at  the  American  Smelting  & 
Refining  Company,  at  which  the  following  were  presents 

C.  F.  Kelley,  Pres.  Anaiconda  C.  M.  Co.  N.  Y. 

F.  H.  Brownell,  Chairman,  American  S.  &  R.  Co.  N.  Y. 

E.  T.  Stannard,  Vice  Pres.,  Kennecott  Copper  Corp.  N.  Y. 
L.  S.  Cates,  Pres..  Phelps  Dodge  Corp.  N.  Y. 

L.  Vogelstein,  Chairman,  American  Metal  Co.  N.  Y. 
O.  Sussmann,  Matahambre  Mines,  Cuba. 
P.  D.  Merica,  Inter.  Nickel  Co.  Canada. 

C.  W.  Nichols,  Pres.  Nichols  Copper  Co.  N.  Y, 

R.  E.  Tally,  Pres.  United  Verde  Copper  Co.  N.  Y. 

R.  L.  Agassiz,  Chairman,  Calumet  &  Hec.  C.  C.  Co.  Boston. 

W,  C.  Bennett,  Noranda  Copper  Co.  Canada. 

F.  Searles,  Magma  Copper  Co.,  N.  Y. 
W.  P.  Todd,  Copper  Range  Co.  Boston. 

D.  Paine,  Amer.  Sm.  &  Ref.  Co.  N.  Y. 
F.  Pisart,  Katanga,  Africa. 

C-  Gutt,  Katanga,  Africa. 

C.  V.  Drew,  Vice  Pres.  Cerro  de  Pasco,  S.  Amer. 

A.  D.  Ledoux,  Rio  Tinto  Co.  Spain. 

Howard  Smith,  Pres.  Cons.  Coppermines  Corp.  N.  Y. 

R.  Schreiber  MetallgeseUschaft,  Germany, 

E.  O.  Sowerwine,  Anaconda  Chopper  Mining  Co.  N.  Y. 
R.  R,  Eckert,  Sec.  Copper  Institute,  N.  Y. 

At  the6e  meetings  various  remedies  were  suggested.  Some  felt  that  a  complete 
shutdown  of  mining  operations  over  a  period  sufficient  to  permit  a  readjustment 
was  inevitable.  Others  felt  that  they  would  be  compelled  to  reduce  wages  in  an 
effort  to  bring  the'  cost  of  production  down  to  a  level  more  nearly  approximating 
the  selling  price  in  this  country,  and  the  cost  of  production  in  other  countries. 
It  was  answered  that  such  drastic,  measures  would  be  a,  calamity  not  only  to  more 
than  250,000  men  employed  directly  in -the  industry  and  to  their  families,  but 
also  to  the  communities  throughout  the  mining  sections  of  the  country,  the 
inhabitants  of  which  Are  dependent  for  their  livelihood  upon  the  continuance  of 
operations  in  the  mining  industry. 

The  majority  believed  that  the  mofe  sensible  and  orderly  means  would  be  to 
endeavor  to  effect  a  reasonable  curtailment  of  production.  This  could  be  brought 
about  without  further  dislocation  of  labor  and  the  impairment  of  the  economic 
condition  of  the  people  dependent  upon  the  industry.  The  matter  was  viewed 
much  more  seriously  from  the  standpoint  of  the  employees  and  communities 
dependent  upon  the  industry  than  it  was  from  the  possible  interest  of  the  share- 
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holders,  whom  it  was  realized  could  not  in  any  event  be  benefitted  except  by  a 
general  revival  of  business. 

In  these  circumstances  the  representatives  of  each  of  the  companies  present 
expressed  themselves  as  being  willing  to  do  what  each  reasonably  could  to  help 
right  the  situation.  Most  of  the  gentlemen  present  stated  that  they  would  have 
to  consult  their  boards  of  directors  or  other  officers  of  their  respective  companies, 
and  that  in  the  meantime  the  situation  should  be  canvassed  to  see  approximately 
what  could  be  done. 

A  meeting  was  finally  held  on  November  13th,  at  10  A.  M.  in  the  American 
Smelting  &  Refining  Company  Board  xoom  at  120  Broadway.  The  following  were 
present: 

C.  F.  Kelley,  Pres.,  Anaconda  Copper  Mining  Co.  N.  Y. 

F.  H.  Brownell,  Chairman,  Amer,  Smelting  &  Refining  Co.  N.  Y. 

E.  T.  Stahnard,  Vice  Pres.,  Kennecott  Copper  Corp.  N.  Y. 
L.  S,  Cates,  Pres.,  Phelps  Dodge  Corp.  N.  Y. 

L.  Vogelstein,  Chairman,  American  Metal  Co.  N.  Y. 

O.  Sussmann,  Pres.,  Matahambre  Mines,  Cuba. 

R.  C.  Stanley,  Pres.,  Inter.  Nickel  Co.  Canada. 

P.  D.  Merica,  Inter.  Nickel  Co.  Canada. 

C.  W.  Nichols;  Pres.,  Nichols  Copper  Co.  N.  Y. 

R.  E.  Tally,  Pres.,  United  Verde  Copper  Co.  N.  Y. 

R.  L.  Agassiz,  Chairman,  Calumet  &  Hecla  C.  C.  Co.  Boston. 

W.  C.  Bennett,  Noranda  Cop.  Co.  Canada. 

W.  P.  Todd,  Copper  Range  Co.  Boston. 

F.  Pisart,  Katanga,  Africa. 
C.  Gutt,  Katanga,  Africa. 

A.  D.  Ledoux,  Rio  Tinto  Co.  Spain. 

Wm.  Seguine,  Rio  Tinto  Co.  Spain. 

Howard  Smith,  Pres.,  Cons.  Coppermines  Corp.  N.  Y. 

E.  O.  Sowerwine,  Anaconda  Copper  Mining  Co.  N.  Y. 

R.  R.  Eckert,  Sec,  Copper  Institute,  N.  Y.- 

E.  Simon,  Metallgesellschaft,  Germany. 

At  this  meeting  of  November  13th,  the  opinion  was  generally  expressed  that 
in  order  to  safeguard  the  industry  and  to  insure  the  protection  of  its  employees, 
it  was  essential  to  recognize  the  danger  resulting  from  over-production,  and  that 
this  danger  could  be  met  only  by  each  producer  making  such  reduction  as  he  felt 
the  interest  of  his  stockholders,  his  employees  and  his  situation  would  permit 
him  to  make.  It  was  pointed  out  that  curtailment  was  inevitable  because  unless 
the  present  situation  was  corrected,  such  curtailment  would  come  by  shutting 
down  of  plants  during  the  period,  or  by  the  closing  of  plants  due  tp  insolvency. 
It  was  stated  that  rather  than  have  curtailment  come  by  this  disorderly  method, 
it  was  advisable  that  it  should  come  by  the  intelligent  and  prudent  action  of  each 
individual  producer. 

Thereupon  Mr.  R.  R.  Eckert  was  designated  as  secretary  of  the  meeting.  Each 
producer  present  was  requested  to  state  to  the  secretary  his  current  production 
and  what  curtailment  if  any  in  that  production  he  expected  to  make.  Certain 
producers  stated  that  because  of  the  circumstances  peculiar  to  their  plants  or  to 
the  community  in  which  they  operated,  they  intended  making  no  reduction. 
There  was  no  allocation  of  production  or  curtailment  made. 

The  proposal  of  each  individual  vas  then  given  to  the  secretary.  The  amount 
of  curtailment  of  the  large  producers  and  the  small  producers  was  segregated  by 
groups.  The  entire  amount  of  curtailment  totalled  approximately  23,000  tons. 
Of  these  13,991  tons  were  produced  by  companies  operating  in  foreign  countries; 
6,075  tons  by  companies  operating  in  the  United  States  of  America  and  3,500 
tons  by  companies  operating  both  within  and  without  the  United  States  of  America. 
It  was  estimated  that  the  excess  production  exceeded  20,000  tons  of  copper  per 
month. 

The  question  having  been  discussed  as  to  the  interpretation  that  might  be 
placed  upon  this  action  by  the  federal  government,  certain  of  the  producers  sought 
and  received  advice  from  their  counsel  and  were  advised  that  the  contemplated 
action  did  not  constitute  a  violation  of  law.  Thereafter,  the  entire  program  and 
course  of  conduct  of  the  meeting,  and  the  action  taken,  were  submitted  to  Colonel 
William  J.  Donovan.  He  was  advised  that  there  was  no  common  date  fixed  for 
the  beginning  of  curtailment,  no  formal  agreement,  written  or  oral,  as  to  the 
amount  of  curtailment^  or  the  period  of  curtailment;  nor  any  uniform  or  fixed 
percentage  of  reduction  of  production,  that  there  was  no  implied  or  expressed 
agreement  as  to  price;  that  there  was  no  promise  or  obligation  upon  any  producer 
that  would  prevent  his  taking  any  individual  action  ^hich  he  might  see  fit  to 
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take  at  any  time  and  that  any  limitation  made  was  to  continue  only  to  meet  the 
existing  emergency  and  only  so  long  as  the  present  sub-normal  demand  for  copper 
continued  or  so  long  as  each  individual  company  in  its  own  interest  deems  it  was 
desirable  to  do  so.  It  was  frankly  stated  to  counsel  that  while  there  was  no 
agreement  as  to  reduction  and  no  attempted  penalty  for  the  failure  of  a  producer 
to  reduce,  either  in  whole  or  in  part,  nevertheless,  it  was  felt  that  the  recognition 
of  the  condition  of  the  industry  and  the  sense  of  responsibility  on  the  part  of  the 
individual  producer  would  guide  him  in  reducing  to  safeguard  the  best  interest 
of  his  stockholders  and  employees. 

Colonel  Donovan  then  advised  that  due  to  the  circumstances  peculiar  to  the 
industry  and  the  emergency  which  confronted  it,  the  action  taken  was  not  violative 
of  any  law.  He  stated  that  his  opinion  was  based  upon  the  fact  that  present 
production  is  far  in  excess  of  present  requirements,  with  resultant  creation  of 
excess  stock;  that  the  reduction  made  by  each  individual  member  was  purely 
voluntary  and  without  coercion  or  compulsion ;  that  other  than  a  sense  of  responsi- 
bihty  to  meet  fully  his  obligation  to  the  industry  in  the  present  crisis,  each  producer 
was  free  to  take  any  individual  action  which  he  might  see  fit  to  take  at  any  time. 
He  further  stated  that  he  was  influenced  in  his  decision  by  the  fact  that  there 
was  no  agreement  to  fix  prices;  or  to  restrain  trade  or  to  lessen  competition;  that 
the  stock,  now  on  hand  totalled  approximately  625,000  tons;  and  that  the  esti- 
mated reduction  will  not  substantially  if  at  all  reduce  production  below  present 
consumption,  so  that  under  existing  conditions,  that  vast  reserves  of  copper  will 
not  be  materially  reduced,  if  at  all.  He  stated  that  a  further  reason  for  his 
opinion  was  that  present  stocks  plus  the  net  production  after  the  proposed  indi- 
vidual curtailments  are  more  than  ample  to  satisfy  any  reasonably  foreseeable 
demands,  and  that  reduction  is  to  operate  only  during  the  existing  emergency  and 
is  entered  into  and  confined  in  good  faith  to  the  purpose  of  meeting  the  present 
business  disaster  and  depression,  and  to  forestall  if  possible,  a  complete  shutdown 
of  many  mines  with  the  attendant  distress  and  suffering  to  several  hundred  thou- 
sand individuals  that  particularly  in  this  period  of  great  unemployment  would 
inevitably  follow. 


Exhibit  No.  2140 
(In  writing:)  For  Release  Friday  A.  M.,  Nov.  14,  1930.     60-27-3-166. 
Statement  of  Copper  Institute 

Under  the  auspices  of  the  Copper  Institute,  a  number  of  conferences  have  been 
held  during  the  past  two  weeks  at  which  was  represented  more  than  ninety  per 
cent,  of  the  copper  production  of  the  world.  At  these  meetings,  the  present 
critical  status  of  the  industry  was  considered  and  discussed. 

From  this  discussion  it  appeared  that  production,  which  in  1929  was  stimulated 
to  iQeet  the  peak  demand  of  that  year,  has  continued  at  a  level  higher  than  con- 
sumptive demand  under  the  existing  conditions  of  world  wide  depression.  The 
result  has  been  the  constant  accumulation  of  stocks  beyond  any  possibility  .of 
being  liquidated  under  current  conditions. 

Due  to  this  fact  and  to  the  unforeseen  falling  off  in  demand  due  to  the  present 
industrial  depression,  the  price  of  the  metal  has  declined  until  it  has  reached  a 
point  below  the  average  cost  of  production.  The  industry  must  face  the  fact 
of  the  necessity  of  curtailment  of  production.  This  curtailment  can  come  in 
only  one  of  two  ways — either  by  the  inevitable  total  suspension  of  many  of  the 
higher  cost  units,  causing .  unemployment  at  mines,  mills  .and  reduction  works 
with  resultant  distress  in  communities  throughout  the  mining  section  of  the 
United  States,  or  by  the  orderly  reduction  by  the  various  units  of  the  industry. 
It  is  hoped  that  by  pursuing  the  latter  method,  there  will  be  brought  about  an 
equalization  of  Current  production  to  the  consumptive  demand  without  further 
addition  to  the  already  burdensome  stocks  that  are  jeopardizing  the  industry. 

The  facts  are  as  follows: 

On  the  Ist  of  January,  1929,  by  way  of  comparison,  the  total 

stock   of  refined   copper,    as  reported   by   the   American 

Bureau  of  Metal  Statistics,  amounted  to    .  _  _       65,  466  short  tons. 

On  January  1,1930,  this  stock  had  been  increased  to 171,320     "        " 

On  November  1,  1930,  the  latest  date  at  which  stocks  are 

reported  by  the  same  authority,  the  total  amounted  to 364,  930     "         " 

indicating    a    current    excess    production    throughout    the 

present  year  of  approximately : . .     20,000      "         " 

of  copper  per  month. 
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Of  the  present  world's  output  of  copper,  about  sixty  per  cent  is  produced  outside 
i,he  United  States  and  about  forty  per  cent  within  the  United  States. 

After  a  survey  of  the  entire  situation,  the  Copper  Institute  adopted  a  recom- 
mendation to  the  industry,  urging  that,  in  its  interest  and  in  the  interest  of  all 
dependent  upon  it  for  emp>loyment  and  subsistence  as  well  as  of  the  public,  so 
long  as  the  present  condition  contiliues,  such  a  reduction  be  made  in  current 
_  production  as  will  prevent  the  increase  of  the  existing  stock. 

The  present  situation  in  the  industry,  together  with  all  its  surrounding  facts  and 
circumstances,  have  been  fully  presented  to  counsel.  We  have  been  advised 
that  the  recommendation  of  the  Institute  is  not  violative  of  the  law  for  the 
reasons  that  the  present  production  is  in  excess  of  normal  and  reasonable  market 
requirements  with  resultant  creation  of  excess  stocks  and  that  there  is  no  price 
fixing  agreement.  That  the  reduction  made  by  each  individual  member  is 
purely  voluntary  and  entirely  without  coercion  or  compulsion,  that  in  view  of 
the  abnormal  surplGs  stock  now  on  hand  and  of  the  fact  that  the  recommended 
reduction  will,  not  materially  reduce  that  surplus,  that  present  stocks  plus  the 
suggested  production  are  more  than  ample  to  satisfy  any  possible  demand,  and 
that  the  reduction  is  to  operate  only  during  the  existing  condition  and  is  entered 
into  and  confined  in  good  faith  to  the  purpose  of  meeting  the  present  business 
disaster  and  depression. 


Exhibit  No.  2141 
Opinion  in  re  Legality  of  Reduction  in  the  Production  of  Copper 

Dated,  November  13,  1930. 

William  J.  Donovan 

Law  Offices  of  Donovan  and  Raichle 
41  Broad  Street,  New  York,  N.  Y.'. 

November  13,  1930. 
Copper  Institute, 

25  Broadway,  New  York,  N.  Y. 
Gentlemen.  We  have  considered  the  question  which  you  have  submitted  to  us 
as  to  whether  under  the  circumstances  outlined  below,  the  proposed  reduction  in 
the  production  of  copper  wiU  result  in  a  violation  of  the  Sherman  Act  (26  Stat. 
209).  The  exact  question  prissented  has  never  been  directly  passed  upon  by  the 
courts  and  for  that  reason  we  have  set  forth  in  some  detail  the  facts  which  we 
consider  pertinent  and  the  reasons  which  we  believe  sustain  our  conclusion. 

the  facts 

More  than  60%  of  the  world's  annual  supply  of  copper  is  mined  outside  the 
United  States.  The  copper  market  is  a  world-wide  market  and  consequently 
this  foreign  produced  copper  compel  s  with  copper  mined  in  the  United  States. 

The  accumulated  world's  stocks  of  copper  have  increased  from  349,572  tons  on 
January  1,  1928  to  625,142  tons  on  November  1,  1930.  The  rate  of  increase 
during  this  period  is  reflected  in  the  following  table: 

Accumulated  capper  stocks  on  hand 
Date  Pounds 

Jan.  1,  1928 --  699,  144,000 

Jan.  1,  1929 - 663,548,000 

Jan.  1,  1930—.- , 932,568,000 

Feb.  1,  1930 : - 991,874,000 

Mar.  1,  1930 . - 1,044,488,000 

Apr.  1,  1930- . - 1,095,794,000 

May  1,  1930 - - 1,201,186,000 

June  1,  1930 .. : 1,203,730,000 

July  1,  1930 - 1,  192,  006,  000 

Aug.  1,  1930 - --  1,175,530,000 

Sept.  1,  1930 ■ - - 1,205,424,000 

Oct.  1,  1930 .-_ - ^--  1,233,016,000 

Nov.  1,  1930-.---.- 1,250,284,000 
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During  the  past  twelve  months  the  production  of  copper  has  exceeded  deliveries 
at  an  average  rate  of  21,312  tons  per  month.  Statistics  of  the  Copper  Institute 
indicate  that  present  production  is  approximately  20,000  tons  per  month  in 
excess  of  deliveries  and  that  stocks  of  copper  are  increasing  at  this  rate. 

The  eflfect  of  the  continued  accumulation  of  these  copper  stocks  can  best  be 
forecast  by  reference  to  the  previous  experience  of  the  industry,  A  comparable 
situation  w^s  presented  at  the  time  of  the  business  depression  of  1921  when 
copper  stocks  reached  the  record  total  of  660,291  tons.  This  was  largely  due  to 
the  carry-over  from  the  high  level  of  production  during  wartime,  together  with 
the  large  amounts  of  salvaged  copper  coming  on  the  market  and  the  sudden 
stoppage  in  buying  at  the  time  of. the  depression.  As  a  result  the  price  of  copper 
was  forced  below  the  average  cost  of  production  and  there  was  a  complete  shut- 
down of  most  of  the  American  mines  for  a  period  of  approximately  one  year. 
Operations  were  resumed  before  stocks  had  been  reduced  to  a  fair  working  supply 
in  order  to  furnish  employment  to  communities  entirely  dependent  upon  the 
copper  mines  for  support. 

In  the  peak  month  of  April,  1929,  the  world's  production  of  copper  amounted 
to  196,820  tons.  In  view  of  the  experience  of  the  industry  during  the  depression 
of  1921,  certain  of  the  American  producers  acting  individually,  reduced  their 
respective  outputs.  But  in  spite  of  these  reductions  the  surplus  stocks  of  copper 
continued  to  increase  for  the  reason  that  the  reductions  in  this  country  were  offset 
by  a  subnormal  demand  and  by  an  increased  production  of  copper  abroad.  The 
result  of  the  adoption  of  this  policy  was  soon  evident.  By  September,  1930,  the 
output  of  American  minesrahd  decreased  to  59.6%  of  that  for  April,  1929,  whereas 
the  production  of  Canadian  mines  showed  an  increase  of  104.4%  and  the  produc- 
tion of  the  Katanga  copper  mines,  an  increase  during  the  same  period  of  22.8%. 
It  was  evident  that  so  long  as  the  foreign  producers  continued  to  take  advantage  of 
this  policy,  that  the  accumulation  of  surplus  stocks  would  continue. 

The  market  for  copper  is  world-wide.  The  metal  is  consumed  in  various  lines 
of  manufacture  and  industry,  and  there  is  very  slight,  if  any,  preference  for  any 
particular  brand  of  copper,  nor  does  the  origin  of  the  copper,  as  a  general  rule, 
make  any  substantial  difference  in  its  saleability. 

The  United  States  participates  substantially  in  the  export  copper  business  of 
the  world  and,  to  a  lesser  extent,  copper  produced  without  the  United  States 
flows  into  and  is  disposed  of  in  the  domestic  market. 

In  order,  therefore,  for  any  curtailment  program  to  be  effective,  it  is  essential 
that  the  industry  must  act  as  a  whole.  No  producer  or  group  of  procduers  occu- 
pies a  sufficiently  dominant  position  in  the  industry  to  bring  about  a  correction  of 
over-production  during  a  period  of  subnormal  consumption  acting  on  their  own 
independent  volition.  In  the  case  of  the  Katanga  copper  mines  of  Africa,  more 
than  51%  of  the  stock  of  the  producing  company  is  owned  by  the  Kingdom  of 
Belgium  and  the  policy  of  Belgium  in  developing  the  mines  is  greatly  influenced 
by,  and  is  often  subordinated  to,  a  colonization  policy  under  which  it  is  attempting 
to  transfer  the  surplus  population  of  Belgium  to  that  part  of  the  Belgium  Congo 
suitable  for  white  population.  The  low  cost  of  producing  copper  in  Canada  is 
largely  due  to  the  finding  of  other  metal  in  conjunction  with  its  copper  deposits. 

The  continued  accumulation  of  surplus  copper  has  driven  the  price  of  copper 
from  18^  per  pound  in  April,  1930,  to  9J^?i  per  pound  in  November,  1930.  This  is 
the  lowest  price  copper  has  reached  during  this  century,  the  previous  low  price 
being  llj^fi  per  pound  reached  during  the  depression  period  of  J921.  The  existing 
price  level  is  below  the  average  cost  of  production  and  consequently  many  of  the 
producers  of  copper  in  the  United  States  are  operating  at  an  actual  loss.  Many 
of  these  mines  have  so  far  refrained  from  shutting  down,  not  only  because  this 
would  involve  a  greater  loss  than  that  now  being  suffered,  but  also  because  amny 
employees  and  mining  communities  are  dependent  upon  the  copper  industry  for 
support.  Nevertheless  the  continuance  of  present  conditions  of  increasing  surplus 
supplies  of  copper  threatened  the  industry  with  disaster  and  resulting  in  a  price 
below  the  average  cost  of  production  will  force  the  higher  cost  mines  to  clos,e. 
Since  most  of  these  mines  are  located  in  the  United  States,  the  resultant  injury 
to  the  industry  will  be  felt  here  rather  than  abroad. 

We  understand  that  the  growing  realization  that  the  industry  was  facing  a 
crisis  impelled  y'our  Executive  Committee  to  call  a  meeting  for  the  purpose  of 
dealing  with  the  situation.  At  that  meeting  the  critical  condition  of  the  copper 
industry  was  discussed.  It  was  concluded  that  the  situation  confronted  the  indus- 
try as  a  whole  and  that  no  action  by  the  Copper  institute  alone  could  relieve  it. 

This  Committee  adopted  resolutions  recommending  the  advisability  of  cur- 
tailing the  production  of  copper  and  extended  an  invitation  to  representatives  of 
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all  copper  producing  units  to  attend  a  series  of  meetings  at  which  the  general 
situation  was  to  be  discussed. 

Thereafter  several  meetings  were  held  at  which. the  facts  stated  aoove  were 
reviewed  and  various  remedies  were  suggested.  These  meetings  were  attended 
by  representatives  of  practically  all  of  the  large  producers  of  copp>er  in  the  world. 
The  situation  was  considered  to  be  more  serious  from  the  standpoint  of  the  em- 
ployees and  the  communities  dependent  upon  the  industry  than  from  the  point 
of  view  of  the  shareholders  for  it  was  realized  that  the  shareholders  in  any  event 
could  not  benefit  materially  except  by  a  general  revival  of  business. 

A  final  meeting  was  held  on  November  13,  1930.  The  opinion  was  then  gener- 
ally expressed  that  in  order  to  safeguard  the  industry  and  tt)  insure  the  protection 
of  its  employees,  it  was  essential  to  recognize  the  danger  resulting  from  over- 
production and  that  this  danger  could  be  met  only  by  each  producer's  making 
such  reduction  as  he  felt  the  interest  of  his  stockholders,  his  employees,  and  his 
situation  would  permit  him  to  make.  It  was  pointed  out  that  curtailment  was 
inevitable  because  unless  the  present  situation  was  corrected,  such  curtailment 
would  come  by  the  shutting  down  of  plants  during  the  period  of  subnormal 
demand  or  by  the  clsoing  of  plants  due  to  insolvency.  It  was  stated  that  rather 
than  have  curtailment  come  by  this  disorderly  method,  it  was  advisable  that  it 
should  come  by  the  intelligent  and  prudent  action  of  each  individual  producer. 

Each  of  the  representatives  of  the  various  copper  companies  represented  at  the 
meeting  stated  his  current  production  of  copper  and  what  decrease,  if  any,  hef 
expected  to  make  in  that  production.  Certain  producers  stated  that  because  of 
circumstances  peculiar  to  their  plants  or  to  the  communities  in  which  they  oper- 
ated, they  intended  making  no  reduction.  The  amount  of  reduction  which  the 
various  producers  of  copper  stated  they  expected  to  make,  totalled  in  the  aggregate 
approximately  23,000  tons  per  month.  Of  this  total  the  companies  producing 
copper  outside  the  United  States  indicated  that  they  expected  to  reduce  their 
output  approximately  13,991  tons  per  month.  Those  in  the  United  States  stated 
that  they  intended  reducing  their  production  6,075  tons  per  month  and  those 
companies  operating  both  within  and  without  the  United  States  approximately 
3,500  tons  per  month.  It  is  estimated  that  if  each  producer  curtails  his  output 
as  indicated,  the  production  of  copper  will  be  approximately  equal  to  the  present 
demand  for  copper. 

There  was  no  common  date  fixed  for  the  beginning  of  this  curtailment  and  no 
formal  agreement  written  or  oral  as  .to  the  amount  or  the  period  of  curtailment. 
There  was  no  promise  by  or  obligation  upon  any  producer  that  would  prevent  his 
taking  any  action  which  he  might  see  fit  to  take  at  any  time.  There  was  no 
penalty  or  criticism  for  the  failure  of  a  producer  to  decrease  his  production  although 
it  was  felt  that  the  recognition  of  the  problems  facing  the  industry  and  the  senge 
of  responsibility  on  the  part  of  the  individual  producer  would  guide  him  in  carrying 
out  his  stated  reduction  if  the  period  of  subnormal  demand  for  copper  continued 
and  in  increasing  his  prpduction  when  conditions  warranted  it. 

THE    SHERMAN    ACT 

The  facts  which  you  have  presented  raise  two  fundamental  questions  under 
the  Sherman  Act:  (1)  Will  the  contemplated  limitation  of  production  directly 
restrain  interstate  trade  and  commerce  in  copper,  and  (2)  Assuming  that  inter- 
state trade  and  commerce  in  copper  is  directly  involved,  will  the  restraint  imposed 
be  undue  and  unreasonable? 

We  shall  first  discuss  question  (2)  whether  even  though  interstate  commerce 
is  directly  affected,  the  restraint  involved  is  unreasonable. 

In  general  terms.  The  Sherman  Act  forbids  restraints  of  trade  and  monopoly. 
It  does  not,  however,  condemn  every  contract  or  combination  which  restrains  or 
eliminates  competition  between  the  parties.  The  Sherman  Act  was  drawn  in  the 
light  of  the  common  law  conception  of  restraints  of  trade  and  therefore  includes 
only  such  contracts  and  combinations  as,  by  reason  of  their  intent  or  the  inherent 
nature  of  the  contemplated  acts^  prejudice  the  public  interest  by  unduly  restrictinff 
competition  or  unduly  obstructing  the  course  of  trade.  Standard  Oil  Co.  v.  United 
States,  221  U.  S.  1;  American  Tobacco  Co.  v.  United  States,  221  U.  S.  106. 

In  United  States  v.  Addy stone  Pipe  Co.,  85  Fed.  271,  the  Court,  in  an  opinion 
written  by  the  late  Chief  Justice  Taft,_  discussed  the  meaning  of  the  ."rule  of 
reason"  and  declared  that  at  common  law  and  under  the  Sherman  Act:    • 

"The  main  purpose  of  the  contract  suggests  the  measure  of  protection  needed 
and  furnishes  a  sufiiciently  uniforni  standard  by  which  the  validity  of  such 
restraints  may  be  judicially  determined.  In  such  a  case,  if  the  restrafnt  exceeds 
the  necessity  presented  by  the  main  purpose  of  the  contract,  it  is  void  for  two 
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reasons:  First,  because  it  oppresses  the  covenantor,  without  any  corresponding 
benefit  to  the  covenantee;  and  second,  because  'it  tends  to  a  monopoly.  But 
where  the  sole  object  of  both  parties  in  making  the  contract  as  expressed  therein 
is  merely  to  restrain  competition,  and  enhance  or  maintain  prices,  it  would  seem 
that  there  was  nothing  to  justify  or  excuse  the  restraint,  that  it  would  necessarily 
have  a  tendency  to  monopoly,  and  therefore  would  be  void.  In  such  a  case  there 
is  no  measure  of  what  is  necessary  to  the  protection  of  either  party,  except  the 
vague  and  varying  opinion  of  judges  as  to  how  much,  on  principles  of  political 
economy,  men  ought  to  be  allowed  to  restrain  competition.  There  is  in  such  con- 
tracts no  main  lawful  purpose,  to  subserve  which  partial  restraint  is  permitted,  and  by 
which  its  reasonableness  is  measured,  but  the  sole  object  is  to  restrain  trade  in  order  to 
avoid  the  competition  which  it  has  always  been  the  policy  of  the  common  law  to  foster" 
(pp.  282,  283). 

In  Chicago  Board  of  Trade  v.  United  States,  246  U.  S.  231,  Mr.  Justice  Brandeis 
defined  the  "rule  of  reason"  as  follows: 

"The  true  test  of  legality  is  whether  the  restraint  imposed  is  such  as  merely 
regulates  and  perhaps  thereby  promotes  competition  or  whether  it  is  such  as  may 
suppress  or  even  destroy  competition.  To  determine  that  question  the  court  must 
ordinarily  consider  the  facts  peculiar  to  the  business  to  which  the  restraint  is 
applied;  its  condition  before  and  after  the  restraint  was  imposed;  the  nature  of  the 
restraint  and  its  effect,  actual  or  probable.  The  history  of  the  restraint,  the  evil 
believed  to  exist,  the  reason  for  adopting  the  particular  remedy,  the  purpose  or  end 
sought  to  be  attained,  are  all  relevant  facts.  This  is  not  because  a  good  intention 
will  save  an  otherwise  objectionable  regulation  or  the  reverse;  but  because 
knowledge  of  intent  may  help  the  court  to  interpret  facts  and  to  predict  conse- 
quences." 

In  United  States  v.  American  Tobacco  Co.,  221  U.  S.  106,  177,  the  contention 
was  made  on  behalf  of  the  government  that  the  Sherman  Act  condemned  all 
contracts  and  combinations  directly  restraining  commerce,  whether  the  restraint 
imposed  was  reasonable  or  not.  In  rejecting  this  contention  the  Supreme  Court 
stated: 

"Thus  the  Government,  for  the  purpose  of  fixing  the  illegal  character  of  the 
original  combination  which  organized  the  old  American  Tobacco  Company, 
asserts  that  the  illegal  character  of  the  combination  is  plainly  shown  because  the 
combination  was  brought  about  to  stay  the  progress  of  a  flagrant  and  ruinous 
trade  war.  In  other  words,  the  contention  is  that  as  the  act  forbids  every  con- 
tract, and  combination  it  hence  prohibits  a  reasonable  and  just  agreement  made 
for  the  purpose  of  ending  a  trade  war." 

We  have  quoted  from  these  decisions  at  some  length  for  the  reason  that  they 
fairly  set  forth  the  policy  of  the  law  believed  to  be  applicable  to  the  question  which 
you  have  submitted. 

Applying  these  general  principles  of  law  to  the  actions  pf  the  producers  of  copper, 
it  appears  that:  Accumulated  surplus  copper  stocks  threatened  the  American 
copper  industry  with  disaster.  During  the  present  period  of  industrial  depres- 
sion, these  stocks  were  increasing  at  the  rate  of  approximately  255,000  tons  per 
year.  Were  such  conditions  to  continue,  a  complete  shut-down  of  the  high 
cost  American  mines  would  be  inevitable.  The  industry  as  a  whole  could  not  hope 
to  continue  indefinitely  to  produce  copper  and  at  the  same  time  build  up  additional 
reserves.  The  primary  purpose  of  the  producers  was  not  therefore  to  monopolize 
the  production  of  copper  or  to  increase  the  price;  the  controlling  purpose  was  to 
prevent  the  complete  break-down  of  the  American  copper  mining  industry  with 
resultant  unemployment  and  industrial  chaos.     That  is  a  lawful  purpose. 

Moreover  the  action  taken  did  not  exceed  what  was  reasonably  necessary  to 
protect  the  American  producers.  Beginning  in  1929  several  American  producers 
had  decreased  production  in  the  hope  that  the  further  building  up  of  unneeded 
surplus  copper  reserves  would  be  retarded.  The  net  result  however  was  that  the 
low  cost  mines  cf  Canada  and  Africa  immediately  increased  their  production  so 
that  the  building  up  of  copper  stocks  continued  almost  unabated.  It  became 
evident  that  the  American  producers  were  helpless  to  remedy  the  situation 
without  the  cooperation  of  the  foreign  producers.  Consequently  meetings  at- 
tended by  representatives  of  all  the  large  copper  producers  in  the  world  were 
called  for  the  purpose  of  discussing  pertinent  facts  relative  to  overproduction. 
After  such  discussion,  some  producers  indicated  that  they  expected  to  curtail 
their  respective  productions.  It  is  probably  true  that  these  statements  were  made 
in  the  expectation  and  belief  that  other  producers  would  do  likewise.  However, 
it  is  our  understanding  that  there  is  no  agreement  or  understanding  which  would 
prevent  any  producer  from  taking  ariy  action  he  sees  fit  to  take' at  any  time. 


CONCENTKATION  OF  ECONOMIC  POWER  13483 

We  find  support  for  the  legality  of  the  action  taken  in  the  well-reasoned  case 
of  Oliver  v.  Kilborn,  52  Fed.  562.  The  opinion  in  this  case  carefully  and  ac- 
curately reviews  the  applicable  common  law  doctrines  and  we  believe  that  it 
correctly  states  the  precise  test  of  legality  by  which  the  action  of  the  producers 
of  copper  is  to  be  judged.  We  are  accordingly  setting  forth  the  facts  at  some 
length.  In  that  case  the  plaintififs  had  agreed  not  to  operate  their  plants  for 
five  years  for  the  manufacture  of  certain  hinges.  In  consideration  thereof,  eight 
other  firms  or  corporations  in  various  states  agreed  to  pay  to  the  plaintiff  a  sum 
equal  to  3}^%  of  the  net  sale  of  all  such  hinges.  It  was  also  agreed  that  if  any 
of  the  parties  in  ariy  way  increased  the  facilities  used  in  the  manufacture  of 
hinges,  the  agreement  should  become  void.  The  plaintiff  sued  to  recover  the 
amount  due  under  the  agreement  and  for  damage  for  an  alleged  breach  of  the 
contract  by  the  defendant  in  increasing  his  facilities  for  the  manufacture  of 
hinges.  In  sustaining  a  demurrer  holding  the  agreement  invalid,  the  Court 
clearly  indicated  that  under  other  circumstances  such  an  agreement  would  be 
valid.  After  an  exhaustive  review  of  Common  Law  precedents,  the  Court 
stated  that: 

"It  is  not  intended  by  this  to  say,  whether  or  not  in  an  emergency  of  an  over- 
stock, manufacturers  or  miners  may  stipulate  for  handling  their  works  or  mines 
in  a  specific  manner,  or  for  shutting  them  down  in  whole  or  in  part,  each  for  such 
limited  time  as  would  ordinarily  enable  a  congested  market  to  relieve  itself;  but  a 
contract  extending  over  a  period  of  five  years,  intended,  like  this  at  bar,  for 
restricting  production,  and  absolutely  binding  manufacturers  and  dealers,  while 
still, retaining  their  plants  and  establishments,  to  operate  them  in  a  particular  way, 
or  to  shut  them  down  in  whole  or  in  part,  is  such  an  incumbrance  on  the  freedom 
of  individual  action,  necessary  to  the  public  good,  as  to  be  invalid." 

We  are  therefore  of  the  opinion  that  the  contemplated  curtailment  of  the 
production  of  copper  will  not  unduly  restrain  the  freedom  of  trade. 

We  come  now  to  consider  the  facts  presented  with  reference  to  their  effect  upon 
interstate  commerce.  The  Sherman  Act  is  concerned  only  with  restraints  which 
directly  and  unreasonably  restrain  interstate  commerce. 

The  Supreme  Court  of  the  United  States  has  repeatedly  held  that  contracts 
and  combinations  dealing  solely  with  the  production  of  commodities,  are  not 
directly  concerned  with  interstate  commerce.  In  United  Leather  Workers  v. 
Herkert,  265  U.  S.  457,  471,  the  Supreme  Court,  after  an  exhaustive  consideration 
of  the  cases,  stated  that: 

"This  review  of  the  cases  makes  it  clear  that  the  mere  reduction  in  the  supply 
of  an  article  to  be  shipped  in  interstate  commerce,  by  the  illegal  or  tortious  pre- 
vention of  its  manufacture,  is  ordinarily  an  indirect  and  remote  obstruction  to 
that  commerce.  It  is  only  when  the  intent  or  necessary  effect  upon  such  com- 
merce in  the  article  is  to  enable  those  preventing  the  manufacture  to  monopolize 
the  supply,  control  its  price  or  discriminate  as  between  its  would-be  purchasers, 
thg,t  the  unlawful  interference  with  its  manufacture  can  be  said  directly  to  burden 
interstate  commerce." 

See  also  Coronado  Co.  v.  United  Mine  Workers,  268  U.  S.  295,  310. 
In  the  United  Leather  Workers  case,  the  Court  referred  to  the  leading  case  of 
United  States  v.  E.  C.  Knight  Co.,  158  U.  S.  1,  which  involved  a  virtual  monopoly 
of  the  manufacture  of  sugar.  The  proof  showed  acquisitions  of  stock  in  sugar 
manufacturing  companies  in  order  to  control  its  making,  btCt  there  was  no  proof 
.  of  an  intent  to  monopolize  or  restrain  interstate  commerce  in  sugar.  The  Court 
held  that  the  acts  of  the  defendant  bore  no  direct  relation  to  commerce  between 
the  states  and  that  the  object  of  the  combination  was  private  gain  in  the  manu- 
facture of  the  commodity  and  not  through  the  control  of  its  sale.  While  the 
broad  language  used  by  the  Court  in  the  Knight  case  has  been  limited  by  subse- 
quent opinions,  the'  decision  itself  has  been  repeatedly  approved  by  the  Supreme 
Court  for  the  reason  that  there  was  "no  combination  or  agreement  in  terms  re- 
garding the  future  disposition  of  the  manufactured  article,  nothing  looking  to  a 
transaction  in  the  nature  of  interstate  commerce."  (Mr.  Justice  Peckham  in 
Addystone  Pipe  &  Steel  Co.  case,  195  U.  S.  211.  240). 

Even  if  we  assume  that  the  facts  above  set  forth  indicate  a  definite  agreement 
to  limit  the  production  of  copper,  it  is  equally  evident  from  those  facts  that  there 
was  no  intent  to  monopolize  the  supply  of  copper  or  to  control  its  price.  Nor 
will  the  action  taken  have  that  necessary  effect.  If  all  contemplated  reductions 
in  production  are  made,  there  will  still  be  sufficient  current  production  to  meet  the 
present  demand  for  copper.  The  net  effect  of  the  limitation  will  be  merely  to 
prevent  the  further  building  up  of  the  vast  reserves  of  copper  now  on  hand.  It 
will  not  materially  reduce  these  stocks  of  copper.     Nor  will  the  contemplated 
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action  have  the  intended  or  necessary  effect  of  decreasing  the  amount  of  copper 
shipi>ed  for  sale  in  interstate  commerce  for  even  if  all  reductions  are  made,  the 
production  of  eopi>er  will  be  sufficient  to  meet  the  existing  demand  and  it  is 
expected  that  the  respective  companies  will  continue  their  announced  policies 
only  so  long  as  the  present  condition  of  stlbnorm^  consumption  continues.  We 
do  "not  ignore  the  economic  proposition  that  under  cert-air!  circumstances  limi- 
tations oi  production  will  possibly  result  in  an  enhancement  of  price,  but  we  are 
of  the  opinion  that  under  tlie  facts  and  circumstances  of  the  present  case,  the 
effect  of  the  action  taken  by  the  copper  producers  on  prices  in  transactions  in 
interstatfe  commerce  wiU  be  limited  and  always  incidental  and  not  that  direct 
and  necessary  and  or  intended  effect  which  the  Act  contemplates. 

In  Xational  Associaiion  of  Windoic  Gliiss  Manu/adurers  v.  L'nii^d  SicUs,  263 
V.  S.  403,  it  was  held  that  where  an  agreement  affecting  production  was  entered 
into  purely  a^  a  defensive  measure  to  avert  an  impending  industrial  disaster,  the 
restraint  upon  interstate  commerce  was  indirect  and  incidental  to  a  controlling 
and  lawful  purpose,  and  therefore  not  imreasonable.  It  appeared  in  that  case 
the  hand-blown  glass  industry  was  rapidly  being  displaced  by  factories  producing 
glass  by  machine.  At  the  time  the  suit  was  instituted  by  the  Government,  there 
were  not  enough  men  to  permit  tphe  hand-blown  glass  factories  to  run  continuously 
durin?  the  working  season.  It  was  pointed  out  that  to  work  under  manned  cost 
the  same  in  fuel  and  facilities  as  to  work  fully  manned  and  therefore  meant  a 
serious  loss.  To  meet  this  situation  all  of  the  manufacturers  of  hand-blown 
window  glass  and  representatives  of  the  National  Window  Glass  Workers  made 
an  agreement  whereby  in  effect  aU  the  available  labor  was  apportioned  to  certain 
of  the  factories  for  a  part  of  tlie  season  and  to  the  others  for  the  remainder.  In 
upholding  the  agreement,  the  Supreme  Court  said: 

"The  purpose  of  the  arrangement  is  to  secure  employment  for  all  the  maa 
during  the  whole  of  the  two  seasons,  thus  to  give  all  the  labor  available  to  the 
factories  and  to  divide  it  equally  among  them.  From  the  view  that  we  take,  we 
think  it  unnecessary  to  explain  how  the  present  system  sprang  from  experience 
during  the  war  when  the  Government  restricted  producrion  to  one-half  of  what  it 
had  been  and  an  Jiccident  was  found  to  work  well,  or  to  do  more  than  advert  to 
the  defendants"  contention  that  with  the  means  available  the  production  is 
increased.  It  is  enough  that  we  see  no  combination  in  unreasonable  restraint  of 
trade  in  the  arrangements  made  to  meet  the  short  supply  of  men."     At  page  413. 

We  recognize  that  the  language  used  bv  the  Supreme  Court  in  the  Majde 
Flooring  case,  26S  V.  S.  563.  might  be  urgecf  as  indicating  that  the  situation  here 
pr^ented  falls  within  the  condemnation  of  the  law.  In  that  case  the  Court  was 
discussing  the  rule  laid  down  in  the  cases  of  Eastern  SiaUt  Lumber  Association  v. 
Uniiid  Siaies.  234  U.  S.  600,  ATterican  Column  and  L'^r^ber  Company,  257  U.  S. 
277,  and  I'niU-d  Siaies  v.  American  L4n»e«d  Oil  Co.,  262  U.  S.  371. 

Mr.  Jusrice  Stone,  in  his  opinion,  referred  to  these  cases  as  follows : 

"The  Court  held  that  the  defendants  in  thoee  eases  were  engaged  in  conspiracies 
against  interstate  trade  and  commerce  because  it  was  found  that  the  char- 
acter of  the  information  which  had  been  gathered  and  the  use  which  was 
made  of  it  led  irresistibly  to  the  conclusion  that  they  had  resulted,  or  would 
necessarily  result,  in  a  concerted  effort  of  the  defendants  to  curtail  production 
or  raise  prices  of  commodities  shipped  in  interstate  commerce.  The  unlawfulness 
of  the  combination  arose  not  from  the  fact  that  the  defendants  had  effected  a 
combination  to  gather  and  disseminate  information,  but  from  the  fact  that  the 
court  inferred  from  the  peculiar  circumstances  of  each  case  that  concerted  action 
had  resulted,  or  would  necessarily  result,  intending  arbitrarily  to  lessen  production 
or  increase  prices." 

In  order  to  judge  the  pertinency  of  this  language  it  is  necesssiry  to  consider  it 
in  the  light  of  the  facts  presented  to  the  Court  in  each  of  the  cases  cited. 

The  Eastern  StaUs  Lumb^  Associaiion  and  the  American  Linsefd  Oii  Companjf 
catei  were  not  concerned  with  efforts  to  linit  production  by  agreement.. 

In  the  American  Column  <fc  Lumber  case  the  opinion  of  the  Court  "rests'squarely 
on  the  ground  that  there  was  a  combination  on  the  part  of  the  members  of  the 
Association  to  secure  concerted  action  in  curxailment  of  production  and  increase 
of  price,  which  actually  resulted  in  a  restraint  of  commerce  producing  increase  of 
price."  i,26S  U.  S.  5S1\  The  increasenn  price  did  not  follow  incidentally  from 
reduced  production,  but  was  the  primary  purpose  of  the  agreement.  We  recog- 
niie  that  a  combination  to  establish  or  enhance  the  price  of  an  article  moving  in 
interstate  commerce  directly  affects  that  commerce.  But  an  act  which  by  its 
intended  and  necessary  effect  is  limited  to  production  only  is  not  a  direct  biuden 
up>on  interstate  commerce.  The  American  Column  &  Lumber  case  is  therefore 
entirely  consistent  with  those  cit«d  for  the  reason  that  in  the  American  Colximn 


CONGENTRATION  OF  ECJONOMIC  POWER  13485 

case  the  limitation  of  production  was  made  not  to  meet  an  emergency,  but  to 
bring  about  a  scarcity  of  product  and  thereby  increase  prices.  The  activities 
condemned  by  the  Court  were  not  hmited  in  their  intended  effect  to  production 
but  were  intended  to  increase  the  price  of  commodities  in  interstate  commerce. 
For  this  reason  the  case  is  distinguishable  from  the  facts  which  you  have  presented. 

It  wiU  be  understood  that  this  opinion  in  no  way  undertakes  to  pass  upon  the 
legality  of  transactions  such  as  have  been  discussed  here  if  such  transactions  were 
to  take  place  under  normal  and  usual  business  and  economic  conditions.  The 
theory  of  law  herein  expressed  may  to  some  extent  be  defined  as  a  doctrine  of 
economic  self-defense  and  is-  analogous  to  the  usual  doctrine  of  self-defense  in  that 
it  may  be  appealed  to  only  in  conditions  of  danger  and  may  not  exceed  the  neces- 
sities of  the  situation. 

Accordingly,  so  long  as  the  proposed  reduction  operates  only  during  the  existing 
emergency  and  is  confined  in  the  utmost  good  faith  to  the  purpose  of  meeting 
and  averting  the  threatened  and  to  some  extent  existing  disaster  and  injury  to 
the  copper  industry  during  the  present  world-wide  depression,  we  are  of  the  opinion 
that  the  Sherman  Act  wiU  not  be  violated. 
Very  truly  yours, 

William  .T.  Donovan. 

Exhibit  No.  2142 
[Press  Release,  Copper  Institute,  Dec.  21, 1931] 

On  November  15,  1930,  the  Copper  Institute,  acting  informally,  announced  a 
voluntary  curtailment  of  production,  which  at  the  time  was  thought  would  be 
sufl[icient  under  existing  conditions  of  consumption  to  prevent  further  demorali- 
zation in  the  copper  industry.  Notwithstanding  that  such  reduction  was  gen- 
erally effected,  consumption  continued  to  decline,  with  the  result  th^t  the  situa- 
tion became  increasingly  more  difficult,  until  the  present  time,  when  stocks  have 
accumulated  to  the  highest  level  in  history,  the  price  has  fallen  to  6}i^  per  pound, 
much  below  the  lowest  level  of  all  times,  and  generally  below  the  actual  money 
cost  of  producing  copper,  exclusive  of  any  depreciation  or  depletion  of  capital 
assets.  A  large  new  production  in  Rhodesia  is  also  about  to  come  upon  the 
market,  operations  having  already  been  started.  It  was  obvious  that  unless  there 
was  a  more  drastic  curtailment  of  production  the  price  of  copper  would  continue 
to  fall  to  levels  under  which  no  operating  mine  could  meet  expenses.  Another 
meeting  was  therefore  called,  attended  by  representatives  of  practically  all 
copper  mining  companies  of  the  world,  including  the  new  Rhodesian  producers, 
many  of  whom  are  not  members  of  either  the  Copper  Institute  or  Oopper  Export- 
ers, Inc. 

These  representatives  were  of  the  unanimous  opinion  that  further  reduction 
in  production  was  inevitable,  either  voluntarily  or  through  the  compulsion  of  a 
price  inadequate  to  meet  the  cost  of  production,  forcing  a  shutdown  by  producers 
one  by  one,  beginning  with  the  higher  cost  units,  most  of  which  are  situated  in  the 
United  States. 

After  discussion  as  to  a  proper  basis  for  proposed  reduction,  a  consensus  of 
opinion  was  reached  that  operations  ought  to  be  reduced  to  a  basis  of  approxi- 
mately 26H%  of  estimated  capacity,  beginning  January  1,  1932.  No  formal 
agreement  has  been  made;  there  is  no  authoritj'^  to  enforce  the  reduced  rate  of 
production,  nor  is  there  any  restraint  that  prevents  any  individual  action  that 
may  be  taken  by  any  company.  In  these  discussions,  over  90%  of  the  world's 
production  was  represented,  of  which  approximately  70%  is  from  mines  situated 
outside  the  territorial  limits  of  the  United  States. 

In  order  that  the  reduced  operations  contemplated  in  the  discussions  may  not 
result  in  unduly  advancing  the  price  of  copper,  it  was  the  view  of  all  of  the  pro- 
ducers that  curtailment  should  cease  when  the  total  stocks  of  copper  above  ground 
shall  not  equal  in  the  aggregate  the  total  of  the  deliveries  in  the  preceding  four 
months.  The  processes  of  production,  from  mine  through  smelting,  refining, 
transportation  to  market,  normally  require  the  tie-up  of  an  amount  of  copper  in 
tonnage  roughly  equal  to  three  times  the  current  monthly  rates  of  delivery. 

Twelve  cents  a  pound  was  approximately  the  lowest  16vel  reached  by  copper 
during  the  present  century  prior  to  the  present  depression.  It  is  a  price  below 
which  but  few  mines — oi^ly  one  or  two  of  which  are  situated  in  the  United  States — 
can  be  operated  at  a  profit  allowing  a  return  of  the  capital  invested  with  six 
per  cent,  interest  thereon.  In  order  to  prevent  the  curtailment  from  being 
utilized  in  unduly  advancing  the  price  of  copper,  if  the  price  of  copper  shall 
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exceed,  for  a  period  of  fifteen  days,  the  price  of  twelve  cents  a  pound.  Valley 
delivery,  the  duftailment  shall  cease,  no  matter  what  existing  stocks  may  be. 
Should  the  total  stocks  of  copper  above  ground  not  have  been  reduced  by 
December  31,  1932,  so  as  to  equal  in  the  aggregate  the  total  of  the  deliveries  in 
the  preceding  four  months,  any  company  may  without  criticism  nevertheless 
resume  operations  as  it  sees  fit  on  thirty  days'  notice. 

^  '  The  new  Rhodesian  production,  and  several  Canadian  and  South  American 
mines  not  heretofore  members,  are  expected  to  join  Copper  Exporters,  Inc.,  on 
condition  of  the  modification  of  certain  of  its  rules,  which  have  been  agreed  upon 
in  principle.  The  drafting  of  these  rules  will  require  an  appreciable  length  of 
time,  and  when  formally  adopted  will  be  promptly  filed  with  the  Federal  Trade 
Commission. 

Exhibit  No.  2143 

United  States  of  America 

department  of  justice 

February  13,  1940. 
Pursuant  to  Title  28,  Section  661,  U.  S.  Code  (Sec.  882,  Revised  Statutes),  I 
hereby  certify  that  the  annexed  paper  is  a  true  copy  of  the  original  record  in  this 
Department,  of  an  eight  (8)   page  report  by  Special  Agent  W.  C.  Gorsuch  as 
contained  in  Section  6  of  File  No.  60-27-3. 

In  Witness  Whereof,  I  have  hereunto  set  my  hand,  and  caused  the  seal  of 
the  Department  of  Justice  to  be  aflSxed  on  the  day  and  year  first  above  written. 
[seal]  F.  D.  Quinn, 

Administrative  Assistant  to  the  Attorney  General. 

This  case  originated  at  New  York  City  N.Y.  File  #60-227— GR 

Report  made  at:  New  York  City  Report  made  by:  W.  C.  Gorstich 

Date  when  made:  11-17-31  Title:  Copper  Institute 

Period  for  which  made:  11-11/13-31         Character  of  case:  Anti-trust 

Synopsis  of  facts:  Interviews  with  F.  H.  Brownell,  Chairman,  American 
Smelting  &  Refining  Co.,  C.  F.  Kelley,  President,  Anaconda  Copper  Co.  and 
Messrs.  Pisart  and  Gutt,  representative-s  of  Belgian  Government,  indicate  no 
general  conferences  or  meetings  have  been  held  by  the  Copper  Industry  and  that 
no  plan  formulated  for  the  future.  Intermittent  two-party  conferences  have 
been  had  by  both  Mr.  Brownell  and  Mr.  Kelley  with  leading  American  ^nd  foreign 
producers  but  no  basis  reached  upon  which  conference  could  be  called;  Pending 
Bureau  instructions. 

Reference:  Bureau  letter,  November  9,  1931. 

Details:  The  Bureau  letter  of  reference  states  that  a  memorandum  wa.s  received 
from  Mr.  O'Brian,  Assistant  to  The  Attorney  General,  under  date  of  November 
3rd,  requesting  that  the  officials  of  the  Copper  Institute  and  at  least  six  other 
important  members  of  the  industry  be  interviewed  in  an  endeavor  to  bring  this 
investigation  up  to  date  by  ascertaining  what  has  been  done  sinc$  previous 
inquiries  into  this  matter  and  as  precisely  as  may  be  what  is  expected  po  be  done 
in  the  future.  Mr.  O'Brian's  memorandum  states  that  recent  newspaper  reports 
have  indicated  that  the  plans  now  entertained  call  not  only  for  curtailment  of 
production  but  for  some  form  of  cooperative  marketing  and  that  these  and  any 
other  pertinent  features  should  be  investigated. 

R.  Eckert,  Secretary,  Copper  Institute,  was  interviewed  at  his  office  with 
Copper  Export'-.rs,  Inc.,  25  Broadway,  New  York  City.  Mr.  Eckert  stkted  that 
he  has  attended  no  conferences  and  knows  of  no  meetings  which  have  been  held 
by  the  Copper  Industry,  although  he  has  read  quite  a  number  of  newspaper 
accounts  relating  to  conferences  held  within  the  industry.  He  stated  that  if 
such  conferences  have  been  held  that  he  knows  nothing  concerning  them  and  that 
he  has  not  been  invited  to  attend.  He  stated  that  about  three  weeks  ago,  upon 
the  arrival  of  the  Belgian  and  British  mining  representatives,  a  luncheon  was 
given  to  the  visiting  representatives,  which  luncheon  he  attended  and  which  was 
purely  a  social  affair.  He  stated  that  no  business  was  discussed  at  the  luncheon 
and  no  reference  made  to  that  time  to  any  conferences  or  meetings  to  be  held  in 
the  future  for  the  discussing  of  curtailment  of  production  or  other  problems 
facing  the  Copper  Industry.  Mr.  Eckert  advised  agent  that  the  does  not  believe 
any  such  meetings  or  conferences  have  been  held  as  he  would  have  learned  of 
them  and  would  have  been  invited  to  attend.     He  believes  the  conferences  referred 
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to  by  the  press  were  just  two  or  three-party  conferences  between  the  heads  of  the 
various  large  copper  producing  companies  which  were  informal  in  nature  and  which 
were  in  no  sense  conferences  held  by  the  industry.  Mr.  Eckert  stated  that  he 
believed  Mr.  C.  F.  Kelley,  President  of  the  Anaconda  Copper  Mining  Company, 
and  F.  H.  Brownell,  Chairman  of  the  Board  of  the  American  Smelting  and  Refin- 
ing Company,  if  interviewed,  could  furnish  all  the  details  regarding  the  situation 
existing  within  the  industry  with  reference  to  any  conferences  or  meetings  held 
by  the  Copper  Producers. 

F.  H.  Brownell,  Chairman  of  the  Board,  American  Smelting  and  Refining 
Company,  120  Broadway,  New  York  City,  was  interviewed  and  stated  that  the 
entire  Copper  Industry  is  in  a  chaotic  condition  generally,  resulting  from  over- 
production of  copper  at  the  mines  and  that  existing  conditions  are  no  better 
than  last  year  prior  to  the  meetings  which  were  ield  in  the  month  of  November. 
Mr.  Brownell  further  stated  that  the  conferences  held  by  the  industry  last  year 
were  not  productive  of  the  results  hoped  for ;  that  although  the  domestic  producers 
did  ciu^tail  production  so  that  the  already  abnormal  stocks  of  copper  above  ground 
'  would  not  be  materially  increased,  the  foreign  producers  continued  to  produce 
greatly  in  excess  of  demand  so  that  the  World  copper  situation  is  not  improved 
and  presents  an  acute  problem  for  the  industry. 

Mr.  Brownell  informed  agent  that  the  actual  amount  of  copper  produced 
within  the  territorial  limits  of  the  United  States  is  very  small  in  comparison 
with  the  total  copper  produced  in  the  World,  that  Canada,  Mexico,  South  America 
and  Africa  are  by  far  the  World's  most  important  copper  producing  countries. 
Mr.  BrowneU  stated  that  most  of  the  domestic  producers  are  high-cost  producers 
and  have  shut  down  productioii.  He  stated  that  his  own  company  .is  not  now 
operating  in  strictly  copper  producing  mines;  that  the  only  mines  of  his  company 
now  in  operation  are  mines  which  produce  lead  or  other  metals  along  with  the 
copper  ore. 

Mr.  Brownell  stated  that  the  Katanga  Mines,  located  in  the  Belgian  Congo 
and  owned  in  part  by  the  Belgian  Government,  are  the  World's  largest  copper 
mines  and  are  at  present  producing  tremendous  quantities  of  copper,  which  is 
sold  in  the  European  Markets;  He  stated  that  Belgium  has  undertaken  a 
colonization  program  for  the  Congo  and  the  development  of  the  mineral  and 
agricultural  resources  for  the  purpose  of  supplying  work  for  the  natives  forms  an 
important  part  of  the  colonization  program. 

Mr.  Brownell  further  stated  that  the  Roan  Antelope  Mines,  controlled  by 
British  interests,  located  in  Rhodesia,  just  south  of  the  Congo,  are  now  beginning 
production  and  will  produce  on  approximately  the  same  basis  as  the  Katanga 
Mines.  He  stated  that  the  Roan  Antelope  Mines  have  come  into  production 
since  jthe  conferences  of  last  November  arid  that  a  production  approximating 
that  of  Katanga  will  have  an  important  bearing  upon  the  Copper  situation 
generally. 

Mr.  Brownell  stated  that  the  Copper  Industry  has  had  no  conferences  or  meet- 
ings other  than  oiw  luncheon  which  was  a  social  affair  as  an  act  of  courtesy  to 
the  visiting  representatives  of  foreign  mining  interests  and  that  no  business  was 
discussed  at  this  luncheon. 

Mr.  Brownell  stated  that  the  leaders  of  the  various  producing  companies  have 
conferred  intermittently  during  the  past  three  weeks  to  see  whether  there  is 
any  basis  upon  which  they  could  get  together  for  a  discussion  of  any  or  all  of  the 
problems  facing  the  industry.  He  stated  that  if  it  were  found  that  there  was  a 
common  basis  upon  which  a  meeting  could  be  called  it  was  intended  that  a  meeting 
or  conference  would  be  held  and  that  any  plan  ox  understanding  evolved  at  such 
conference  would  be  taken  by  Colonel  William  J.  Donovan  to  Washington  and 
submitted  to  the  Department  for  an  expression  of  its  opinion.  Mr.  Brownell 
stated  that  the  producers  never  reached  a  point  where  they  could  call  a  conference 
of  the  industry  for  tke  discussion  of  any  of  its  problems  for  the  reason  that  the 
views  of  the  various  groups  differ  so  widely;  that  no  basis  has  as  yet  been  found 
upon  which  a  discussion  could  be  had  or  an  understanding  reached. 

Mr.  Brownell  further  stated  that  the  cooperative  marketing  plan  referred  to 
Jn  the  press  reports  referred  solely  to  foreign  sales  and  had  nothing  whatever  to 
do  with  domestic  sales  of  copper.  He  stated  that  practically  all  of  the  domestic 
producers  sell  direct  to  ponsumers  or  users  of  copper  and  do  not  sell  on  the  market 
to  brokers  or  jobbers  for  speculation.  He  stated  that  most  of  the  domestic 
producers  are  members  of  the  Copper  Export  Association,  which  contern  sells 
domestic  produced  copper  in  foreign  countries  direct  to  users  and  manufacturers. 
He  stated  that  his  own  company  sells  to  users  direct  and  that  selling  on  a  market 
creates  speculation,  which,  in  his  opinion,  is  not  good  for  the  industry;  He  stated 
that  the  British  group  controlling  the  Roan  Antelope  Mines  want  to  sell  on  the 


13488  CONOENl'RA'I'lON  OF  ECONOMIC  POWER 

London  Metal  Market  and  that  most  of  the  sales  of  copper  in  foreign  fcountriea 
in  the  past  few  months  have  been  speculative. 

Mr.  Brownell  further  advised  that  he  is  Chairman  of  the  Executive  Committee 
of  the  General  Cable  Corporation  and  also  Chairman  of  the  Executive  Committee 
of  the  Republic  Brass  Corporation.  The  General  Cable  Corporation  maniifac- 
tures  copper,  wire  and  cable,  and  the  Republic  Brass  Corporation  manufactures 
brass,  fittings  of  all  sorts,  including  automobile  accessories.  He  advised  that  the 
main  outlets  for  copper  are  manufacturers  of  wire  and  cable  for  public  utilities 
and  electric  wiring  in  buildings  and  manufacturers  of  brass  fittings  and  automo- 
bile accessories.  At  the  present  time  the  sales  of  the  General  Cable  Corporation 
and  the  Repubhc  Brass  Corporation,  according  to  Mr.  Brownell,  are  only  thirty 
per  cent  of  normal,  which  Mr.  BrowneU  considers  a  fair  indication  of  the  rate  of 
copper  consumption  in  the  United  States.  Mr.  Brownell  believes  that  as  a 
matter  of  good  business  production  within  the  industry  should  be  equalized  with 
consumption.  Mr.  Brownell  further  stated  that  the  industry  so  far  as  he  knows 
has  no  particular  plans  in  mind  for  the  future;  that  the  leaders  of  the  industry 
were  hopeful  that  they  could  get  together  and  iron  out  some  of  the  problems 
falsing  them  for  the  betterment  of  the  entire  industry  but  that  it  now  looks  as 
though  nothing^  will  be  accomplished  and  that  no  meetings  of  the  industry  will 
be  caUed.  Mr.  BrowneU  attributes  the  failure  of  the  producers  to  find  some  com- 
mon basis  for  discussion  upon  the  divergent  interests  of  the  various  groups, 
stating  that  the  Belgian  group  are  promoting  their  colonization  plan;  that  the 
British  group  desire  to  establish  the  London  Metal  Market  and  that  the  Canadian 
group,  being  the  world's  largest  producer  of  nickel,  are  interested  mainly  in 
nickel  production  and  that  copper  is  a  by-product  from  the  nickel  ore. 

Cornelius  F.  Kelley,  President,  Anaconda  Copper  Mining  Co.,  25  Broadway, 
New  York  City,  was  interviewed  at  the  Board  Room  of  the  Anaconda 
Copper  Company.  Present  also  at  this  interview  were  Colonel  William  J. 
Donovan,  former  Assistant  Attorney  General,  and  Ferdinand  Pisart  and  Emil 
Gutt,  representatives  of  the  Belgian  Government.  Agent  had  previously  com- 
municated with  Mr.  Kelley's  secretary  by  phone  and  arranged  an  appointment 
with  Mr.  Kelley.  Upon  calling  at  Mr.  KeUey's  office,  Mr.  Kelley  informed  agent 
that  he  desired  his  counsel,  Colonel  Donovan,  to  be  present  during  the  interview 
and  that  Colonel  Donovan  would  arrive  at  his  office  within  the  next  few  minutes. 
Mr.  KeUey  further  advised  agent  that  he  had  been  in  communication  with  Mr. 
Ferdinand  Pisart  and  Mr.  Emil  Gutt,  representatives  of  the  Belgian  Government, 
and  they  had  advised  him  that  agent  had  previously  endeavored  to  arrange  an 
appointment  with  them  at  the  office  of  African  Metals  Corporation,  25  Broadway, 
selling  agents  for  the  Katanga  Mines.  African  Metals  Corporation  is  located  in 
the  same  building  as  the  Anaconda  Copper  Milling  Company.  Mr.  Kelley  further 
advised  that  Messrs.  Pisart  and  Gutt  had  expressed  to  him  their  willingness  to 
arrange  an  appointment-  with  agent  but  that  in  view  of  the  fact  that  neither  of 
them  speak  English  fluently  they  would  rather  meet  agent  at  Mr.  Kelley's  office 
and  sit  in  on  the  interview  between  Mr.  Kelley  and  agent.  Mr.  Kelley  thereupon 
called  Messrs.  Pisart  and  Gutt,  by  phone  and  invited  them  to  be  presept  at  the 
interview. 

Messrs.  Pisart  and  Gutt  stated  that  they  are  official  representatives  of  the 
Belgian  Government,  representing  the  Belgian  Government  not  only  in  the 
mining  industry  but  in  other  industries  as.  well.  They  stated  that  they  are 
members  of  the  Comite  Especial  due  Haut  Katanga  for  legislation  in  the  Katanga 
Province  of  the  Belgian  Congo.  They  stated  that  the  committee  of  which  they 
are  members  makes  recommendations  to  the  Belgian  Government  for  improve- 
ment of  conditions  in  the  Congo.  They  stated  that  they  have  no  authority  to 
make  commitments  of  any  nature  for  the  Belgian  Government  but  that  they  cian 
only  make  recommendations  to  the  Government.  They  further  stated  that  they 
make  two  trips  to  the  United  States  each  year  in  the  interest  of  the  Belgian 
Government  to  study  conditions  not  only  in  the  mining  industry  but  in  other 
industrial  pursuits  as  well.  They  stated  that  the  Belgian  Government  is  under- 
taking a  colonization  program  in  the  Congo,  which  includes  mining,  the  building 
of  roads  and  railroads  and  agricultural  pursuits  to  keep  the  natives  occupied  and 
to  make  them  self-supporting.  They  f  utther  stated  that  only  recently  Commun- 
ism spread  among  the  natives,  causing  riots  and  some  bloodshed,  which  the 
Belgian  Government  wishes  to  avoid  by  keeping  the  natives  employed.  They 
stated  that  the  Belgian  Government  owns  more  than  fifty  per  cent  of  the  stock  of 
the  Katanga  Mines  and  is  not  so  much  interested  in  operating  the  mines  at  a 
profit  as  it  is  to  keep  the  natives  working.  The  Belgian  Government,  therefore, 
according  to  ttteir  statement,  is  not  particularly  interested  in  the  matter  of  over- 
production or  the  price  at  which  copper  is  selling,  as  the  income  to  the  Govern- 
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ment  from  the  copper  produced  in  the  Katanga  Province  is  practically  nil,  as 
compared  to  the  Government  Budget.  Messrs.  Pisart  and  Gutt  advised  that 
copper  produced  by  the  Katanga  Mines  is  sold  direct  to  consumers  and  that  it  is 
all  sold  in  foreign  marl^is-and  none  sold  in  the  United  States.  They  again  stated 
that  they  did  not  represent  the  Katanga  Mines  in  any  official  capacity,  being 
members  only  of  the  committee  governing  the  Katanga  Province  and  that  they 
have  no  authority  to  commit  the  Belgian  Government  to  any  plan  calling  for 
the  curtailment  of  production  of  copper.  They  stated  that  Emile  Francqui,  the 
Belgian  Minister  of  State,  is  the  managing  director  of  the  Katanga  Mines  for  the 
Government.  Mr.  Francqui  arrived  in  the  United  States  on  October  20,  1931, 
in  the  interests  of  the  Belgian  Government  and  at  that  time  visited  President 
Hoover.  They  further  advised  that  Mr.  Francqui  while  in  the  United  States  at 
that  time  made  a  public  announcement  for  the  Belgian  Government  that  it  would 
not  reduce  or  curtail  production  at  the  Katanga  Mines  more  than  twenty-five 
per  cent,  as  a  greater  reduction  would  disrupt  the  colonziation  program  by  pro- 
ducing unemployment  among  the  natives  in  the  Congo  not  only  in  the  mining 
industry  but  in  other  related  industries. 

Messrs.  Pisart  and  Gutt  further  stated  that  they  have  attended  no  general 
meetings  or  conferences  of  the  Copper  Industry  other  than  a  luncheon  tendered 
them  and  the  representatives  of  the  Roan  Antelope  Mines  by  the  Copper  Export 
Association,  which  was  purely  a  social  affair.  They  stated  that  they  had  con- 
ferred with  all  of  the  leading  American  Copper  Producers  since  they  have  been 
in  the  United  States  on  this  trip,  discussing  the  copper  situation  generally  but 
that  no  plans  have  been  entertained  regarding  future  production  or  the  market- 
ing of  copper.     They  are  returning,  to  Belgium  on  Tuesday,  November  17th. 

C.  F."  Kelley,  President  of  the  Anaconda  Copper  Mining  Company,  stated 
that  the  copper  industry  at  present  was  in  a  chaotic  condition  and  was  trying  to 
straighten  itself  out  but  that  so  far  nothing  along  this  line  had  been  accomplished. 
He  stated  that  there  are  a  number  of  factors  which  are  disturbing  the  industry 
and  he  called  agent's  attention  to  the  fact  that  upon  the  occasion  of  the  Departr 
ment's  previous  inquiry  copper  was  selling  at  twelve  cents  a  pound,  whereas  now 
it  is  seven  cents.  Mr.  Kelley  stated  that  in  October  1930  the  available  statistics 
showed  copper  stocks  on  hand  amounting  to  1,230,000,000  pounds.  At  that 
time  the  monthly  production  was  at  the  rate  of  300,000,000  pounds  and  monthly 
deliveries  were  running  from  20,000,000  to  30,000,000  pounds  less  than  produc- 
tion. He  stated  that  meetings  were  held  within  the  industry  and  a  curtailment 
program  decided  upon,  which  program  resulted  in  production  being  brought 
down  to  about  equal  the  consumption  Until  April  1931,  at  which  time  the  pro-, 
duction  again  exceeded  consumption  and  in  June  of  1931  production  reached 
about  the  same  level  as  before  the  November  1930  conferences.  Mr.  Kelley 
further  stated  that  among  the  disturbing  factors  confronting  the  industry  at  this 
time  is  over-production  resulting  from  the  immense  production  of  copper  by  the 
Katanga  Mines,  which  are  the  World's  largest  copper  ^producers.  He  stated 
that  the  Katanga  Mines  are  owned  chiefly  by  the  Belgian  Government,  which  is 
operating  the  mines  in  furtherance  of  a  colonization  program  and  that  the  Belgian 
Government  is  not  interested  particularly  in  the  prices  at  which  its  copper  is  sold 
so  long  as  it  is  developing  the  colony  and  keeping  the  natives  at  work  The 
copper  produced  by  the  Katanga  Mines  is  sold  chiefly  in  the  European  markets 
and  none  is  sold  in  the  United  States.  Another  disturbing  factor  is  the  recent 
opening  of  the  Roan  Antelope  Mines,  controlled  by  British  interests,  in  Rhodesia. 
The  British  interests  control  four  mines  in  Rhodesia,  two  of  which  are  now  pro- 
ducing and  the  other  two  will  •  be .  producing  next  year.  The  Roan  Antelope 
Mines  of  Rhodesia,  being  located  in  the  same  area  as  the  Katanga  Mines,  are 
next  in  size  in  the  amount  of  production  to  Katanga.  Aside  from  t^e  copper 
produced  by  the  Roan  Antelope  Mines,  the  British  Markets  are  supplied  with 
copper  from  the  Canadian  Mines,  the  International  Nickel  Company  of  Canada 
being  a  low  cost  producer  and  producing  a  large  amount  of  copper  in  conjunction 
with  the  mining  of  nickel.  Canada  does  not  consume  a  great  deal  of  copper  and 
the  greater  part  of  the  production  of  the  International  Nickel  Compstny  is  sold 
on  the  London  Market. 

Mr.  Kelley  further  .'stated  that  the  British  want  to  maintain  World  leadership 
in  the  various  markets  at  London.  He  stated  that  London  lost  the  gold  market 
by  England's  dropping  the  gold  standard  but  that  the  British  are  very  desirous 
of  establishing  the  London  Metal  Market  in  other  metals.  He  stated  that  the* 
Roan  Antelope  Mines  will  sell  on  the  London  Metal  Market,  which  method  of 
selling  wiU  result  in  speculation,  very  similar  to  the  speculation  now  existing  in 
the  stock  markets  of  the  United  States.  He  stated  that  the  American  producers 
and  the  Katanga  Mines  make  their  foreign  sales  through  the  Copper  Export 
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Association  direct  to  consumers.  He  stated  as  a  result  of  the  establishment  of 
the  London  Metal  Market  and  the  speculative  sales  by  it  that  the  Copper  Export 
Association  suspended  business  for  several  days  and  no  foreign  sales  ■w'ere  made 
and  it  was  problematical  as  to  whether  the  association  would  be  contin,ued, 
depending  upon  whether  the  producers  continued  to  sell  through  the  association 
or  on  the  London  Metal  Market.  However,  the  Copper  Export  Association  has 
now  resumed  business,  indicating  that  the  domestic  refiners  will  'continue  to 
make  foreign  sales  direct  to  the  consumer  rather  than  on  the  London  Metal 
Market.  Mr.  Kelley  stated  that  another  factor  facing  the  industry  is  the  pro- 
posed tariff  on  copper  which  is  now  being  considered  by  both  England  and  the 
United  States.  Should  England  place  a  tariff  on  copper  the  American  producers 
would  be  practically  shut  oflF  from,  sales  of  copper  in  the  British  Empire,  as  the 
Roan  Antelope  and  the  Canadian  Mines  being  located  in  British  colonies  would 
be  in  a  position  to  sell  the  copper  duty  free. 

Another  situation  which  is  disturbing  the  copper  industry  at  the  present  time 
is  the  establishment  of  a  refinery  in  France,  France  having  been  without  a  refinery 
until  the  present  time  and  having  afforded  a  market  for  American  producers. 
Mr.  KeUey  stated  that  he  understands  the  French  Government  is  very  desirous 
of  having  a  refinery  for  the  purpose  of  having  a  source  for  military  supplies  in  case 
of  an  emergency. 

Mr.  Kelley  stated  that  with  these  problems  facing  the  industry  the  leading 
American  producers  wanted  to  discuss  the  situation  generally  with  the  foreign 
producers  when  they  came  to  this  country.  He  stated  that  Messrs.  Pisart  and 
Gutt  represent  the  Belgian  Government,  usually  making  two  trips  to  the  United 
States  each  year  and  that  representatives  of  the  Roan  Antelope  Mines  were  also 
visiting  the  United  States;  that  the  American  producers  wanted  to  extend  a  friendly 
gesture  to  the  visiting  representatives  and  as  an  act  of  courtesy  gave  them  a  lunch- 
eon upon  their  arrival  in  the  country.  He  stated  that  the  luncheon  was  given 
under  the  auspices  of  the  Coiner  Export  Association,  which  is  the  only  association 
of  any  import  in  the  industry,  to  which  most  of  the  producers  belong.  He  further 
stated  that  the  luncheon  was  purely  a  social  affair,  so  that  the  domestic  producers 
could  meet  and  become  acquainted  with  the  foreign  producers;  that  no  business 
was  discussed  at  the  luncheon.  Mr.  Kelley  further  stated  that  no  conferences, 
such  AS  were  held  last  year,  have  been  held  and  it  is  improbable  that  any  meetings 
of  a  general  nature  in  which  the  industry  is  represented  wiU  be  held.  Mr.  Kelley 
stated  that  since  the  arrival  of  Messrs.  Pisart  and  Gutt  of  Belgium,  and  A.  Chester 
Beatty,  Chairman  of  the  Roan  Antelope  Mines,  he  has  met  and  talked  with  all 
the  leading  copper  producers  in  this  country  intermittently.  He  further  stated 
that  Messrs.  Pisart  and  Gutt  have  also  met  and  talked  with  all  of  the  leadiilg 
American  producers,  which  statement  was  confirmed  by  these  two  gentlemen. 
Mr.  Kelley  stated  that  the  purpose  of  his  talks  with  the  producers  was  to  find  out 
whether  there  was  some  basis  for  calling  a  meeting,  at  which  the  problems  outlined 
above  could  be  discussed^  .  He  stated  that  the  views  of  the  various  groups  of 
producers  apparently  are  so  divergent  that  there  is  no  basis  upon  which  a  meeting 
could  be  called.  He  stated  that  as  thesituatlon  now  exists  that  he  does  not  believe 
the  copper  producers  could  agree  on  any  plan  regardless  of  the  anti-trust  laws; 
that  if  the  anti-trust  laws  did  not  place  any  restriction  whatsoever  upon  agree- 
ments within  the  industry  that  it  appears  the  present  interests  of  the  various 
groups  are  so  divergent  that  no  agreement  could  be  reached.  Mr.  Kelley  stated 
that  it  now  seems  Unlikely  that  aliy  conferences  will  be  held  by  the  industry; - 
that  the  industry  has  no  program  or  plan  for  the  future;  that  the  larger  American 
producers  merely  desire  to  find  out  if  there  is  some  point  upon  which  they  could 
get  together  to  formulate  a  plan  or  program  or  even  discuss  the  formulation  of  a 
plan  or  program  for  the  benefit  of  the  entire  industry.  Mr.  Kelley  further  stated 
that  no  discussion  of  a  cooperative  marketing  plan  or  program  has  been  h^^d  by 
him  or  in  his  presence  and  that  he  knows  nothing  whatever  concerning  such  a  plan; 
that  it  is  prol;)able  that  the  news  item  in  mentioning  the  cooperative  marketing 
plan  referred  to  the  foreign  sales  oh  the  London  Met^l  Market.  Mr.  Kelley 
further  advised  agent  that  he  has  been  greatly  irked  by  the  columns  of  publicity- 
recently  appearing  in  the  newspapers  making  reference  to  the  American  visit  of 
the  foreign  producers  and  referring  to  "International  Conferences"  and  "World 
■  Conferences."  Mr.  Kelley  states  that  these  items  are  due  to  the  more  or  less 
vivid  imagination  of  newspaper  reporters  and  that  he  has  not  given  out  any  press 
reports  whatsoever.  He  stated  that  he  is  ohly  surprised  that  he  h^s  not  been 
called  upon  sooner  by  an  agent  of  the  Bureau  as  a  result  of  the  grearc  amount  of 
newspaper  publicity.  Mr.  Kelley  stated  that  is  was  his  intention  that  if  the  pro- 
ducers reached  a  point  where  a  conference  of  the  industry  could  be  held  to  notify 
the  Department  and  to  invite  the  Department  to  send  a  represen-.-ktive  to  sit  in 
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on  all  conferences  held  by  the  industry.  He  further  stated  that  if  any  program 
or  plan  could  be  evolved  as  a  result  of  the  proposed  conferences,  that  the  same  was 
to  be  taken  by  Colonel  Donovan  to  Washington  arid  submitted  to  the  Department 
before  any  action  was  taken.  Mr.  Kelley  stated  that  so  far  the  efforts  of  the  pro- 
ducers have  failed  to  reach  a  point  where  it  was  even  necessary  to  consult  Colonel 
Donovan  and  that  it  is  improbable  that  any  meetings  or  conferences  will  be  held. 

Colonel  William  J.  Donovan,  counsel  for  Mr.  Kelley,  stated  that  he  has  not 
been  called  upon  by  Mr.  Kelley  or  any  of  the  other  copper  producers  as  a  result 
of  discussions  had  by  them,  but  that  Mr.  Kelley  had  previously  advised  him  that  if 
any  meetings  of  the  industry  were  held  that  he  (Mr.  Kelley)  wanted  to  invite  the 
Department  to  send  a  representative  to  the  meetings  and  that  any  plan  formulated 
was  to  be  taken  to  Washington  and  submitted  to  the  Department  by  Colonel 
Donovan  for  an  expression  of  opinion. 

Colonel  Donovan  further  stated  to  agent  that  he  is  more  or  less  familiar  with 
the  situation  existing  in  the  copper  industry  and  that  he  acte^  as  counsel  for  the 
producers  in  the  meetings  held  in  November  1930.  Colonel  Donovan  further 
stated  that  in  the  event  agent  desired  to  interview  other  producers  that  he  would 
be  very  glad  to  arrange  such  interview  through  his  office. 

On  November  11,  1931,  Mr.  Hughes,  of  the  Bureau,  called  Assistant  Special 
Agent  in  Charge  Tamm  by  phone  and  advised  that  inquiry  in  this  matter  should 
not  be' confined  alone  to  six  members  of  the  Institute  but  others  in  the  industry 
outside  the  Institute  should  be  interviewed  as  well.  "However,  in  view  of  the  fact 
that  the  information  obtained  as  a  result  of  the  above  interviews  discloses  that  no 
conferences  have  been  held  by  the  copper  industry  and  no  plan  entertained  for 
future  action  by  the  producers  and  further  in  view  of  Mr.  KeUey's  statement  that 
he  has  intermittently  talked  with. practically  all  of  the  American  producers,  further 
nvestigation  will  be  suspended  and  case  held  pending  further  instructions  from  the 
Bureau. 

Pending. 


Exhibit  No.  2144 

United  States  op  America 
department  op  justice 

February  13,  1940. 
Pursuant  to  Title  28,  Section  661,  U.  S.  Code  (Sec.  882,  Revised  Statutes), 
I  hereby  certify  that  the  annexed  paper  is  a  true  copy  of  the  original  record  in  this 
Department,  of  a  seven  (7)  page  report  by  Special  Agent  W.  C.  Gorsuch  as 
contained  in  Section  6  of  File  No.  60-27-3. 

In  witness  whereof,  I  have  hereunto  set  my  hand,  and  caused  the  seal  of  the 
Department  of  Justice  to  be  affixed,  on  the  day  and  year  first  above  written. 
[seal]  T.  D.  Quinn, 

Administrative  Assis^nt  to  the  Attorney  General. 

This  case  originated  at:  New  York  City.  N.  Y.  File  No.  60-227  Dem. 

Report  made  at:  New  York  City.  Report  made  by:  W.  C.  Gorsuch. 

Date  when  made:  12/18/il.  Title:  Copper  Institute. 

Period  for  which  made:  12/8-11/31.  Character  of  case:  Anti-trust  matter. 

Synopsis  of  facts:  E.  J.  MacDonald,  Consolidated  Copper  Mines  Corporation 
and  R.  E.  Talley,  President,  United  Yerde  Copper  Company,  have  no  knowledge 
of  any  negotiations  in  the  copper  industry  relative  to  curtailment  of  production. 
C.  F.  Kelley,  President,  Anaconda  Copper  Mining  Company,  reiterated  previous 
statement  that  no  conferences  or  meetings  have  been  held  by  the  copper  industry 
and  no  plan  formulated  for  the  future.  Recent  announcement  by  Katanga 
Mines  resulted  from  conference  of  Belgium  and  British  producers  in  London  and 
emanated  through  press  dispatches  from  Brussels,  Belgium.  Dispatches  indicate 
no  change  in  actual  production  but  rather  a  revision  of  potential  production  figures. 


Reference:  Bureau  letter  dated  December  3,  1931.  together  with  memorandum 
of  Mr.  John  Lord  O'Brian,  The  Assistant  to  the  Attorney  General,  dated  De- 
cember 1,   1931,  attached  thereto. 

Details:  At  New  York  City. 

E.  J.  MacDonald,  Secretary  and  Treasurer,  Consolidated  Copper  Mines 
Corporation,  120  Broadway,  was  interviewed  and  stated  that  the  ConsQUdated 
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Copper  Mines  Corporation  has  not  entered  into  any  recent  program  calling  for  the 
curtailment  of  production  in  the  copper  industry;  that  he  is  not  aware  of  any 
meetings  held  by  the  producers  during  the  present  year  and,  so  far  as  he  knows, 
th<ere  has  been  none.  Mr.  MacDonald  advised  that  Howard  Smith,  president  of 
tli3  company,  is  very  active  in  the  group  of  producers  who  are  endeavoring  to  get  a 
copper  tariff.  Mr.  Smith  is  at  present  in  Washington  lobbying  for  the  tariff. 
Mr.  MacDonald  stated  that  he  is  quite  positive  that  Mr.  Smith  has  not  attended 
any  conferences  this  year  in  the  interest  of  curtailment  of  production,  which 
statement  is  based  upon  the  fact  that  Mr.  Smith  has  been  out  of  the  city  during 
the  entire  period  that  the  Belgium  and  British  mining  representatives  were  in  the 
United  States.  Mr.  MacDonald  further  stated  that  the  mining  properties  of  the 
Consolidated  Copper  Mines  Corporation  are  located  wholly  within  the  State  of 
Nevada,  and  that  the  Consolidated  Copper  Mines  Corporation  is  one  of  the  smaller 
producers.  The  potential  production  of  the  company  could  not  appreciably 
effect  the  surplus  stocks  of  copper  now  bn  hand  in  the  industry. 

Mr.  MacDonald  stated  that  the  copper  industry  is  at  present  demoralized  due 
to  the  tremendous  stocks  on  hand  and  over-production  by  producers  throughout 
the  world.  Consolidated  Copper  Mines  Corporation  joined  with  the  other 
producers  in  November,  1930,  when  conferences  were  held  looking  toward  the 
curtailment  of  production,  but  Mr.  MacDonald  stated  that  in  Mr.  Smith's 
opinion  a  curtailment  program  will  not  be  productive  of  the  desired  results  and 
that  a  copper  tariff  is  the  only  solution  to  the  problems  of  the  domestic  producers. 
He  stated  that  naturally  the  Anaconda  Copper  Mining  Company,  with  large 
interests  in  South  America,  is  opposed  to  a  copper  tariff  but  that  a  number  of 
the  other  producers,  including  Miami  Copper  and  Phelps  Dodge  Corporation, 
are  favorable  to  a  copper  tariff  and  are  at  present  lobbying  in  Washington  in  the 
hope  of  having  the  present  Congress  establish  a  copper  tariff.  Mr.  MacDonald 
stated  that  therefore  the  Consolidated  Copper  Mines  Corporation  is  not  particu- 
larly interested  in  any  curtailment  program  that  might  be  advanced  but  that  the 
company  would  join  with  the  other  producers  in  any  program  which  will  bring 
the  copper  industry  out  of  its  present  chaotic  condition.  He  stated  that  the 
Consolidated  Copper  Mines  Corporation  is  now  working  on  a  curtailed  basis 
and  has  been  since  the  general  Jousiness  depression,  but  that  such  a  curtailment 
as  has  been  made  by  the  company  was  brought  about  through  purely  economic 
conditions  and  not  through  any  understanding  or  program  adopted  at  conferences 
held  by  the  producers.  He  stated  that  at  the  present  time  the  monthly  production 
is  at  approximately  one-sixth  capacity. 

R.  E.  Talley,  President,  United  Verde  Copper  Company,  111  Broadway,  was 
quite  active  in  the  conferences  held  by  the  copper  producers  for  the  purpose  of 
curtailing  production  in  November  of  1930,  and  when  interviewed  by  agent  at 
his  office,  stated  that  since  the  meetings  of  a  year  ago  he  has  not  participated  in 
further  conferences  looking  toward  curtailment  and  that  he  has  not  been  active 
in  the  industry  He  stated  that  the  United  Verde  Copper  Company  has  not  sold 
any  copper  in  over  a  year  apd  that  its  mines  have  been  closed  since  last  May. 
He  stated  that  his  company  would  rather  remain  shut  down  than  to  further  deplete 
its  mines  and  pile  copper  above  ground  when  there  is  no  ready  market  for  it. 

Mr.  Talley  stated  that  so  far  as  he  is  aware  there  have  been  no  conferences  held 
by  the  copper  industry  and  that  no  plans  have  been  formulated  for  the  future. 
He  stated  that  when  the  Belgium  and  British  mining  representatives  were  in  this 
country  they  were  given  a  luncheon,  at  which  most  of  the  American  producers 
were  present,  but  that  this  luncheon  was  purely  a  social  affair  and  that  no  business 
was  discussed.  Before  the  luncheon  was  given  the  producers  made  a  rule  that 
there  would  be  no  speeches  made  during  the  luncheon.  Mr.  Talley  stated  that 
any  conferences  which  have  been  held  were  merely  two  and  three-party  conferences 
whenever  any  of  the  copper  producers  happened  to  get  together.  He  stated  that 
he  himself  did  not  talk  to  either  Mr.  Pisart  or  Mr.  Gutt,  representing  the  Belgium 
Government  during  their  recent  visit,  but  that  it  is  quite  probable  they  talked 
with  Mr.  Kelley  of  the  Anaconda  Copper  Mining  Company,  since  they  are  both 
very  goc  i  friends  of  Mr.  Kelley's. 

Mr.  1  alley  further  advised  agent  that  at  the  present  time  the  copper  industry 
is  in  a  very  distressed  state  due  to  over-production  which  has  resulted  in  enormous 
unsold  stocks  on. hand,  which  stocks  are  being  daily  increased  by  the  tremendous 
productive  capacities  of  the  Belgium  Congo  and  Rhodesian  Mines.  He  stated 
that  so  far  as  he  is  aware  the  industry  has  no  plan  or  program  in  view  to  remedy 
existing  e^  ils.  He  stated  that  the  industry  is  somewhat  divided  at  the  present 
time  in  that  some  of  the  producers  believe  that  curtailment  of  production  will 
prove  beneficial  while  others  believe  that  a  copper  tariff  is  the  only  way  out  for 
the  domestic  producers.     Mr.  Talley  suggested  that  Mr.  Kelley  would  be  the 
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proper  one  to  approach  for  inforiAation  regarding  any  conferences  held  by  the 
various  producers  interested  in  curtailment  of  production. 

Mr.  Talley  further  stated  that  he  has  never  received  an  announcement  that  the 
Katanga  Mines  have  undertaken  a  further  curtailment  but  that  he  has  read 
recent  press  dispatches  indicating  that  the  Katanga  Mines  are  curtailing  more  in 
line  with  what  other  producers  are  doing.  He  stated,  however,  that  these  press 
dispatches  emanated  from  Brussels,  and.  the  dispatches  which  he  has  seen  would 
indicate  that  the  Katanga  Mines  have  made  no  further  curtailment  but  have 
scaled  down  the  figures  showing  their  potential  production.  Mr.  TaUey  advised 
that  he  has  had  no  correspondence  with  any  producer  relative  to  curtailment 
of  production. 

C.  F.  Kelley,  President,  Anaconda  Copper  Mining  Company,  25  Broadway, 
was  interviewed,  and  again  assured  agent  that  there  have  been  no  general  con- 
ferences or  meetings  held  by  the  copper  producers  during  recent  months  and 
that  the  producers  have  formulated  no  plan  for  the  future.  iMr.  Kelley  stated 
that  he  has,  of  course,  talked  intermittently  with  all  of  the  copper  producers 
whose  offices  are  in  New  York  City  and  that  he  has  also  talked  with  Mr.  Pisart 
and  Mr.  Gutt,  representatives  of  the  Belgium  Government,  and  with  the  repre- 
sentatives of  the  Rhodesian  Mines.  He  stated  that  whenever  copper  men  get 
together  the  present  chaotic  condition  of  the  industry  is  naturally  the  chief  topic 
of  conversation  and  that  they  discuss  their  problems  with  each  other  with  the 
view  of  formulating  some  plan  whereby  the  industry  may  be  benefited.  Mr. 
Kelley  informed  agent  that  at  the  present  time  the  producers  are  further  apart 
than  they  were  at  the  time  of  agent's  previous  interview  with  Mr.  Kelley  on 
November  13,  1931. 

Mr.  Kelley  further  assured  agent  that  if  the  producers  ever  reach  a  point  where 
they  feel  as  though  they  can  call  a  conference  of  the  industry  for  the  purpose  of 
adopting  a  program,  the  Department  will  be  notified  and  any  plan  formulated 
will  be  submitted  to  the  Department  before  it  is  adopted. 

Mr.  Kelley  stated  that  in  October  of  this  year  Emile  Francqui,  the  Belgium 
Minister  of  State,  came  to  the  United  States  for  the  purpose  of  visiting  President 
Hoover  in  the  interests  of  the  Belgium  Government,  and  that  before  his  ship 
docked  Mr.  Francqui  gave  out  a  statement  to  the  press  relative  to  the  Katanga 
Mines.  Mr.  Francqui,  as  an  ofiicial  of  the  Belgium  Government,  stated  through 
the  press  that  the  Katanga  Mines  had  a  monthly  production  of  506,000,000 
pounds  and  that  production  would  be  reduced  to  40  per  cent  of  this  figure.  The 
Belgium  Government  owns  an  interest  exceeding  50  per  cent  in  the  Katanga 
Mines.  Mr.  Kelley  stated  that  the  figure  announced  by  Mr.  Francqui  was  the 
only  figure  on  Katanga's  production  available  to  the  American  producers,  and  that 
he  himself  thought  this  figure  to  be  quite  high. 

Mr.  Kelley  further  stated  that  Messrs.  Pisart  and  Gutt  are  members  of  the 
Comite  Especial  du  Haut  Katanga,  which  is  the  governing  board  for  the  Katanga 
Province,  and  are  not  strictly  mining  men.  While  they  are  official  representatives 
and  travel  under  diplomatic  passports,  they  have  no  authority  to  make  any 
commitments  before  the  Belgium  Government  relative  to  the  operation  of  the 
Katanga  Mines.  Therefore,  they  did  not  enter  into  any  conferences  while 
here  with  the  American  producers  for  the  purpose  of  evolving  a  curtailment 
program.  Mr.  KeUey  stated  that  the  Anaconda  Copper  Mining  Company  and 
the  Katanga  Mines  are  interested  jointly  in  some  foreign  selling  agencies  and  that 
whenever  Messrs.  Pisart  and  Gutt  are  in  this  country  they  visit  his  office  and 
that  naturally  conditions  within  the  copper  mining  industry  are  discussed.  He 
stated  that  while  they  were  in  this  country  no  general  conferences  were  held  and 
no  negotiations  for  further  curtailment  undertaken. 

Mr.  Kelley  stated  that  his  own  idea  for  the  solution  of  the  over-production 
problem  facing  the  industry  was  a  program  designed  to  equalize  production  with 
consumption;  that  first,  it  would  be  necessary  to  reduce  production  at  aU  mines 
until  the  stocks  on  hand  equaled  three  months'  supply  which,  according  to  Mr. 
Kelley,  is  a  normal  stock.  Mr.  Kelley  stated  that  the  three  months  period  is 
based  upon  the  time  it  takes  for  the  producer  to  sell  copper  after  the  ore  is  brought 
above  ground;  that  it  takes  three  months  for  the  ore  to  go  from  the  mine  through 
the  smelter  and  refinery;  second,  that  such  curtailment  should  continue  only 
until  the  three  months  stock  on  hand  was  reached  or  until  the  price  of  refined 
popper  reached  twelve  cents  per  pound.  This  figure,  according  to  Mr.  Kelley, 
is  a  fair  price  for  copper  and  is  one  at  which  all  producers  can  operate.  The 
present  market  price  of  copper,  namely  six  and  one-half  cents,  is  below  the  actual 
money  cost  of  production.  Also,  it  was  Mr.  KeUey's  idea  that  the  volume  sales 
of  copper  by  producers  should  be  in  proportion  to  the  amount  of  stocks  on  hand; 
that  it  would  be  unfair  for  any  producer  to  hold  his  stock  intact  until  th»  price 
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hit  a  higher  level  and  then  dispose  of  his  stock  at  the  higher  price  while  other 

S reducers  were  obliged  to  sell  their  surplus  stocks  at  the  prevailing  low  markets. 
Ir.  Kelley  stated,  however,  that  his  plan,  as  above  outlined,  was  not  acceptable 
to  the  other  producers  with  whom  he  discussed  it  at  various  times  and  was  just 
"so  much  water  over  the  dam". 

Mr.  Kelley  further  stated  that  after  the  Belgium  representatives  returned  to 
Belgium  they  held  a  conference  with  the  British  producers  in  London;  that  none 
of  the  American  producers  were  present  at  this  conference,  and  Mr.  Kelley  is 
"unable  to  state  the  names  of  the  British  or  Belgium  representatives  attending  or 
the  exact  date  when  the  conference  was  held.  However,  after  the  London  meeting 
the  Belgium  Government  announced  a  further  reduction  at  the  Katanga  Mines. 
Mr.  Kelley  stated  that  he  received  a  cablegram  from  Mr.  Pisart  announcing  the 
decision  of  the  Belgium  Government;  that  the  cablegram  was  not  an  official 
communication  but  was  in  the  nature  of  a  personal  cable  to  him.  Mr.  Kelley 
had  his  secretary  bring  in  to  him  his  file  of  correspondence  with  Mr.  Pisart  and 
Mr.  Gutt,  and  an  examination  was  made  of  same  for  the  purpose  of  locating  the 
cable  referred  to.  The  entire  file  consisted  of  cables  and  correspondence  relative 
to  the  joint  selling  agencies  and  did  not  refer  in  any  manner  to  curtailment  of 
production  by  either  the  Anaconda  Copper  Mining  Company  or  the  Katanga 
Mines.  Mr.  Kelley  was  unable  to  locate  the  cable  in  question,  and  stated  that  it 
is  quite  possible  that  he  threw  it  in  the  waste  basket  as  it  was  a  personal  matter 
and  did  not  pertain  to  the  company's  business.  He  stated  that  the  announcement 
made  by  the  Belgium  Government  to  the  effect  that  a  further  curtailment  would 
be  made  at  the  Katanga  Mines  was  carried  in  press  dispatches  emanatinr;  from 
Brussels,  Belgium  and  was  flashed  on  the  ticker  from  London,  England  prior  to 
his  having  received  the  cable  from  Mr.  Pisart.  Mr.  Kelley  stated  that  as  near 
as  he  can  recall,  the  announcement  made  by  the  Belgium  Government  concerning 
future  production  for  the  Katanga  Mines  was  to  the  effect  that  the  present 
production  of  the  Katanga  Mines  is  432,000,000  pounds  per  month  as  against 
506,000,000  pounds,  previously  stated  by  Mr.  Francqui  in  October,  and  that 
66,000,000  pounds  per  month  will  be  stored  in  Africa  as  stock  and  not  thrown 
upon  the  market.  Mr.  Kelley  stated  that  in  eflFect  the  only  change  in  the  attitude 
of  the  Belgium  Government  toward  curtailing  production  is  the  storing  of  the 
66,000,000  pounds  per  month;  that  actually  no  further  curtailment  is  being  made 
in  production.  The  production  figures  have  merely  been  scaled  down,  and  it  is 
Mr.  Kelley's  opinion  that  the  432,000,000  figure  recently  announced  by  the 
Belgium  Government  is  nearer  the  correct  monthly  production  of  the  Katanga 
Mines  than  is  the  506,000,000  figure  announced  by  Mr.  Francqui. 

In  connection  with  Mr.  Kelley's  statement  that  the  copper  producers  are  at 
present  farther  apart  on  a  program  now  than  they  were  at  the  time  of  agent's 
previous  visit,  Mr.  Kelley  stated  that  the  Phelps  Dodge  Corporation  has  resigned 
from  the  Copper  Export  Association,  and  that  the  Kennecott  Copper  Company 
has  withdrawn  from  the  American  Bureau  of  Metal  Statistics  and  no  longer  fur- 
nishes that  Bureau  ,with  figures  regarding  its  production. 

The  producers  at  present  have  no  way  of  knowing  what  the  Kennecott  Copper 
Company  is  doing  as  regards  production  or  stocks  on  hand.  The  Kennecott 
Copper  Company  is  the  second  largest  producer  in  the  United  States.  The 
Phelps  Dodge  Corporation  is  the  third  largest  producer,  and  recently  resigned 
from  the  Copper  Export  Association  due  to  a.  controversy  over  the  sale  of  non- 
electrolytic  copper.  Mr.  Kelley  explained  that  there  are  two  processes  for 
refining  copper,  one  being  the  electrolytic  process.  Copper  ores  which  contain 
precious  metals  such  as  gold  and  silver  are  subjected  to  the  electrolytic  process 
which  takes  out  the  precious  metals  and  produces  a  finer  grade  of  practically  pure 
copper.  Ores  which  do  not  contain  precious  metals  are  refined  by  a  non-electro- 
lytic process,  and  the  copper, produced  therefrom  contains  certain  impurities  and 
is  not  of  as  a  high  a  grade  as  copper  produced  by  the  electrolytic  process.  Non- 
electrolytic  copper  is  sold  under  the  trade  name  of  "B.  S."  or  "Best  SeUer" 
copper,  and  is  sold  chiefly  in  the  German,  French  and  other  European  markets. 
Practically  all  copper  sold  in  domestic  markets  is  electro^tic  copper. 

Mr.  Kelley  stated  that  sales  made  by  the  Copper  Export  Association  have 
heretofore  been  of  electrolytic  copper  only  but  that  at  the  present  time  the 
Phelps  Dodge  Corporation  is  producing  quantities  of  "B.  S."  copper  which  it 
desires  to  sell  in  foreign  markets,  and  due  to  the  fact  that  the  other  producers 
belonging  to  the  Association  do  not  want  sales  of  "B.  S."  copper  made  through  the 
Association,  a  controversy  has  arisen  between  the  Phelps  Dodge  Corporation 
and  the  Export  Association,  resulting  in  the  withdrawal  of  the  Phelps' Dodge 
Corporation  from  the  Copper  Export  Association. 
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Mr.  Kelley  further  informed  agent  that  on  November  25,  1931  he  issued  orders 
within  his  own  company  reducing  production  from  468,000,000  pounds  per  month 
to  300,000,000  pounds  per  month,  stating  that  this  information  is  strictly  con- 
fidential and  that  he  does  not  desire  same  to  become  known  in  the  industry. 
He  stated  that  the  curtailment  by  his  company  was  absolutely  necessary  as  an 
economic  measure  and  was  not  put  into  effect  as  a  result  of  any  agreement  or 
understanding  whatsoever  with  any  other  company;  that  no  other  company  in 
the  industry  knows  that  such  a  curtailment  has  been  made  by  the  Araconda 
Copper  Mining  Company. 

The  memorandum  of  Mr.  John  Lord  O'Brian,  The  Assistant  to  the  Attorney 
General,  dated  December  1,  1931,  attached  to  the  Bureau  letter  of  reference, 
stated  that  the  Department  does  not  desire  to  have  a  statement  of  fact  framed  by 
counsel,  and  that  it  is  requested  that  the  parties  heretofore  interviewed  be  inter- 
viewed again,  individually  if  possible.  With  reference  to  agent's  report  dated 
November  17,  1931,  covering  interview  had  with  Mr.  KeUey  on  November  13th, 
at  which  time  Messrs.  Pisart  and  Gutt  and  William  J.  Donovan,  Counsel,  were 
present,  it  may  be  here  stated  that  agent  first  interviewed  Mr.  KeUey  and  then 
interviewed  Messrs.  Pisart  and  Gutt,  and  the  counsel  did  not  take  i)art  in  the 
interviews  until  they  were  completed.  Messrs.  Pisart  and  Gutt  returned  to 
Belgium  on  November  17,  1931. 

Undeveloped  leads;  The  New  York  Office  will  interview  the  proper  officials  of 
the  Phelps  Dodge  Corporation,  and  contact  such  other  producers  as  may  be  in  a 
position  to  furnish  information  regarding  any  negotiations  for  curtailment  of 
production  which  may  have  been  going  on  within  the  industry. 

Pending. 


Exhibit  No.  2145 

[From  the  New  York  Times,  Dec,  9, 1932] 

Copper  War  Likely  as  Parley  Cracks — Roan  Antelope  TJines  Hold  to 
Quota  Demands — Agents  of  Katanga  Ready  to  Sail — Lower  Prices 
Foreseen — Period  of  Unlimited  Production  Would  Freeze  Out  High- 
Cost  Workings,  It  Is  Said 

The  international  copper  conference,  which  began  formal  discussions  on  Nov. 
29,  seemed  yesterday  to  have  broken  up  without  reaching  any  agreement  as  to 
limiting  the  world's  production  of  the  metal  for  1933.  No  general  meeting  has 
been  held  in  more  than  a  week  and  the  consensus  last  night  was  that  no  more 
sessions  would  take  place.  Ferdinand  Pisart  and  Camille  Gutt,  officials  of  the 
Union  Miniere  du  Haut  Katanga,  are  scheduled  to  sail  for  Europe  late  today  on 
the  Majestic,  which  will  leave  that  company  without  executive  representation 
here. 

Further  informal  discussions  were  held  yesterday  with  the  representatives  of 
Roan  Antelope  Copper  Mines,  Ltd.,  on  that  company's  deitiand  for  an  80  per 
cent  increase  in  its  allowable  output  for  1933.  It  was  understood  later  that  they 
refused  to  recede  from  their-  position.  It  was  said  that  unless  they  made  a  last- 
minute  change  in  their  demands  so  that  a  general  meeting  could  be  held  before 
Messrs.  Pisart  and  Gutt  started  for  Europe  the  conference  would  be  permitted  to 
break  up  without  accomplishing  anything. 

Other  producers  were  satisfied  to  continue  with  the  20  per  cent  quotas  estab- 
lished last  Spring  for  1933.  The  producers  are  now  said  to  oppose  reopening  the 
question  of  <;apacities. 

Failure  of  the  conference  to  agree  on  curtailment  will  mean  "the  survival  of  the 
fittest,"  a  copper  executive  said  yesterday.  He  believes  that  all  cheap-cost  pro- 
ducers wiU  increase  production,  with  the  result  that  prices  will  decline  to  a  much 
lower  level,  especially  in  the  foreign  markets. 

Some  producers  have  felt  recently  that  the  copper  industry  should  inaugurate 
a  period  of  unlimited  production  and  lower  prices  in  order  to  freeze  out  the  high- 
cost  producing  companies.  A  protracted  period  of  low  prices  will  in  time  bring 
about  a  more  stabilized  situation,  it  is  contended. 

Owing  to  the  tariflF  of  4  cents  a  pound  on  foreign  copper  coming  into  this  coun- 
try, strictly  American  producers  probably  will  be  less  affected  than  foreign  pro 
ducers  under  the  new  plans  that  are  possible.     Producers  here,  it  is  understood 
have  agreed  to  hold  output  down  to  figures  around  consumption  totals  and  to 
cooperate. 

Heavy  stocks  of  the  metal  and  low  rate  of  consumption  have  placed  the  copper 
industry  in  an  unfavorable  statistical  position.     With  the  low-cost  African  and 


13496        CONCENTRATION  OF  ECONOMIC  POWER 

Canadian  producers  increasing  outputs  and  all  clamoring  to  sell  the  increased 
production,  a  further  sharp  decline  in  foreign  prices  is  said  to  be  inevitable 

Copper  was  available  abroad  yesterday  at  5.15  cents  a  pound  c.  i.  f.  base 
European  ports.  The  all  time  low  record  of  4.40  cents  a  pound  in  the  foreign 
market  was  made  in  July. 

The  domestic  price  was  unchanged  at  5  cents  for  December  delivery,  the  record 
low  mark,  while  5%  cents  was  still  being  asked  for  delivery  in  the  first  quarter 
of  1933. 


Exhibit  No.  2146 
[From  the  New  York  Times,  July  11, 1932] 

Three  Big  Units  Quit  Copper  Export  Body — International  Nickel,  Chile 
Company  and  Cerro  de  Pasco  Annottnce  Decisions. — Tariff  Here  is 
Blamed — Levy  of  4  Cents  a  Pound  Said  to  Confine  Home  Market  to 
Domestic  Companies. — Organization's  End  Likely — Copper  Exporters, 
Inc.,  Selling  Agency  Abroad  for  Producers,  May  Be  Succeeded  by 
New  Concern. 

Three  important  members  of  Copper  Exporters,  Inc.,  the  single  selling  agency 
abroad  for  copper  producers,  announced  yesterday  that,  beginning  today,  they 
would  sell  their  product  outside  of  the  organization.  The  imposition  by  the 
.  United  States  of  a  tariff  on  copper  of  4  cents  a  pound,  which  went  into  effect  on 
June  21,  was  given  as  the  reason  for  their  decision.  These  companies,  all  of  which 
operate  outside  the  United  States,  are  the  International  Nickel  Company,  the 
Chile  Copper  Company,  a  subsidiary  of  the  Anaconda  Copper  Mining  Company, 
and  the  Certo  de  Pasco  Copper  Corporation. 

In  view  of  the  set-up  of  Copper  Exporters,  Inc.,  which  to  function  properly 
must  control  virtually  all  copper  sold  in  the  world  markets  outside  of  the  United 
States,  the  withdrawals  are  expected  ultimately  to  result  in  the  breaking  up  of  the 
organization.  After  the  tariff  on  copper  went  into  effect  here  foreign  producers 
were  shut  out  of  the  American  market,  which  was  left  in  the  hands  of  American 
producers. 

The  rules  of  Copper  Exporters  prescribe  that  all  members  shall  participate  in 
the  foreign  business  on  a  quota  basis.  Now  that  the  foreign  producers  are  vir- 
tually barred  from  the  market  here,  they  are  unwilling  to  share  foreign  sales  with 
American  producers,  which  under  the  existing  conditions  have  exclusive  possession 
of  the  largest  of  all  markets. 

The  announcement  by  Copper  Exporters  follows: 

"On  account  of  changed  conditions  in  the  world's  copper  market,  due  to  the 
imposition  of  the  American  tariff,  certain  foreign  copper  producers,  including 
International  Nickel  Company,  Chile  Copper  Company  and  Cerro  de  Pasco 
Copper  Corporation,  have  announced  that  beginning  June  30  they  wiU  sell  their 
product  outside  of  Copper  Exports,  Ice." 

International  Nickel  is  the  largest  copper  producer  in  Canada,  while  Chile 
Copper  is  one  of  the  leading  copper-producing  organizations  in  Chile.  For 
years  the  latter  company's  mine  vras  the  heaviest  single  producer  in  the  world, 
but  its  output  has  been  exceeded  in  the  last  few  years  by  that  of  the  Union  Mini^re 
du  Haut  Katanga  in  South  Africa.     Cerro  de  Pasco  has  a  prolific  mine  in  Peru. 

Whether  an  organization  similar  to  Copper  Exporters  will  be  organized  by 
foreign  producers  appeared  yesterday  to  be  uncertain.  However,  the  consensus 
in  the  trade  is  that  some  such  step  will  be  attempted  if  Great  Britain  does  not  levy 
a  tariff  on  the  metal. 

Exhibit  No.  2147 

Enclosure  No.  6  in  List  No.  154. 

Official  No.:  C.  435.  M.  220.  1933.  II. 
[Conf.M.E.22(l).] 

[Communicated  to  the  Council  and  the  Members  of  the  League.] 
Hand  written:  HC  57.7 

.A2 
(Stamped:)  American  Consulate,  Geneva,  Switzerland,  Jul.  31,  1933.    Political 
Section. 

London,  July  27th,  1933 
Enclosure  No.        in  List  No. 
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In  view  of  the  impossibility  of  further  examination  of  the  subject  during  the 
present  stage  of  the  Conference,  and  in  order  to  provide  the  basis  for  future  dis- 
cussion, it  is  proposed  that  any  suggestions  or  proposals  of  coffee  exporting  coun- 
tries for  the  co-ordination  of  production  and  marketing  of  coffee  and  possibly  for 
the  organisation  of  some  international  body,  should  be  submitted  to  the  Secretary- 
General  of  the  Monetary  and  Economic  Conference  for  distribution  among,  and 
examination  by,  the  other  exporting  countries. 
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(e)  cocoa:  resolution  adopted  by  the  sub-commission 

The  Sub-Committee  expresses  the  desire  that  the  situation  of  the  cocoa  market 
should  be  duly  studied,  taking  into  account  the  present  production  and  con- 
sumption and  the  existing  stocks  of  the  various  qualities,  which  it  is  impossible 
to  do  before  the  early  adjournment  of  the  Conference. 

The  Sub-Committee,  therefore,  invites  the  chief  cocoa  producing  countries  to 
study  this  question  and  to  submit  to  the  Secretary-General  of  the  Monetary  and 
Economic  Conference,  as  soon  as  possible,  their  views  and  proposals  with  a  view 
to  the  summoning  of  a  meeting  of  experts  qualified  to  study  the  organisation  of 
the  production  of  the  international  trade  in  raw  cocoa. 

Further,  it  invites  the  States  interested  to  take  the  necessary  measures  to  study 
the  means  of  combating  diseases  of  the  cocoa  plant  in  collaboration  with  the 
International  Institute  of  Agriculture  in  Rome." 

(/)  timber:  resolution  adopted  by  the  sub-commission 

The  Sub-Committee  on  Timber, 

Recognising  the  importance  of  maintaining  a  balance  between  supply  and 
demand  on  the  timber  market; 

Desirous  of  encouraging  international  collaboration  with  a  view  to  improving 
the  conditions  of  the  timber  market; 

Taking  note  of  the  declarations  formulated  on  this  subject  by  the  delegations 
of  the  different  countries  represented  at  the  Conference; 

Being  of  opinion  that  the  efforts  made  to  bring  about  collaboration  between 
the  chief  timber  exporting  countries  by  the  formation  of  groups  and  by  agree- 
ments between  groups  should  be  pursued  and  supplemented,  by  agreements  with 
the  importing  countries  which  would  take  account  of  all  the  interests  involved; 

And  noting  that  negotiations  are  now  proceeding  in  regard  to  such  agreements 
for  the  export  of  soft  wood,  sawn  or  planed. 

Decides  to  postpone  its  discussions  until  the  beginning  of  October  1933,  go  as 
to  allow  the  different  countries  to  study  the  possibility  of  framing  and  possibly 
concluding  such  agreements,  and  in  the  meantime  to  collect  the  whole  of  the 
statistical  information  required,  through  the  International  Timber  Committee. 

The  Sub-Committee  is  further  of  opinion  that  each  country,  acting  in  concert 
with  the  League  of  Nations  and  the  International  Institute  of  Agriculture,  should 
organise  rational  statistics  of  the  production  of,  and  international  trade  in,  timber. 

(g)  coal:  resolution  adopted  by  the  sub-commission 

In  view  of  the  importance  of  the  coal  problem  for  world  economy,  the  Conference 

invites: 

(1)  The  priflcipal  producers  to  endeavour  to  organise  coal  production  on  an 
international  basis,  on  the  understanding  that  the  agreements  to  be  reached 
shall  be  followed  and  supplemented,  if  necessary,  by  agreements  with  the  import- 
ing countries; 

'  (2)  The  compentent  organisations  of  the  League  of  Nations  to  follow  the 
above  efforts  and  to  ensure  that  all  interests  ipvolved  shall  be  safeguarded,  in 
particular  those  of  the  importing  and  consuming  countries.  For  this  purpose, 
the  Sub-Committ6e  entrusted  by  the  Economic  Committee  of  the  League  of 
Nations  with  the  study  of  the  coal  problem  might  again  be  convened; 

(3)  The  Council  of  the  League  of  Nations  to  convene  h  conference  of  the  prin- 
cipal producing  and  consuming  countries  to  study  what  measures  should  be 
taken  if  the  results  referred  to  in  paragraphs  (1)  or  (2)  above  have  not  been 
achieved  within  a  time-limit  of  six  months. 

(h)  copper:  resolution  adopted  bt  the  sub-commission 

The  delegation  of  the  United  States  of  America  calls  attention  to  the  desirabilty 
of  considering  plans  for  the  co-ordination  by  international  agreement  of  the  pro- 
duction and  marketing  of  copper,  which  was  included  among  the  products  men- 
tioned in  the  proposal  made  by  the  French  delegation  on  Jaune  19th  (ddcument 
Conf.  M.E./Cf.E^).  In  order  to  provide  the  basis  for  the  future  discussion  of 
plans  for  the  co-ordination  of  production  and  marketing  of  copper,  further  pre-^ 
Uibinary  studies  should  be  made.  Accordingly,  it  is  proposed  that  the  Govern- 
mentB  of  the  copper  producing  countries*  submit  to  the  Secretary-General  of  the 
Monetary  and  Economic  Cotiference,  before  September  15th,  1933,  their  views 
and  proposals  concerning  the  organisation  of  the  production  of  copper  and  of  the 
international  trade  in  this  product,  with  a  view  to  the  summoning  of  a  suitable 
meeting  to  examine  whether  it  is  possible  and  expedient  to  conclude  an  agreement 
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(i)  tin:  report  adopted  by  the  sub-commission 

1.  The  Sub-Committee  has  examined  the  existing  international  scheme  for  the 
control  of  tin,  to  which  it  is  suggested  that  such  countries  as  now  produce  the 
metal  in  appreciable  quantities,  and  are  not  at  present  participants  in  the  scheme, 
should  adhere.  Discussion  did  not  elict  any  substantive  criticisms  of  that  scheme; 
no  suggestions  were  made  for  its  amendment;  no  alternative  methods  of  control 
were  proposed, 

2.  The  Sub-Committee  consider  that  the  existing  scheme  of  control  is  framed 
upon  soimd  lines;  that  it  is  in  accord  with  the  principles  which  have  been  ac  cepted 
by  this  Conference  as  those  which  should  govern  the  framing  of  plans  for  the 
co-ordination  of  production  and  consiimption;  that  it  has  worked  smoothly  in 
actual  practice  for  a  period  of  over  two  years;  and  that  it  has  been  largely  success- 
ful in  achieving  its  main  objectives. 

3.  In  the  course  of  the  discussion,  the  Chairman  of  the  International  Tin  Com- 
mittee which  has  been  responsible  for  the  working  of  the  scheme  (under  the  direc- 
tion of  the  Governments  signatory  of  it)  emphasised  that  it  had  been  consistently 
mindful  of  the  interests  of  the  consuming  countries.  It  was  no  part  of  the  Tin 
Committee's  policy  or  the  policy  of  the  Governments  they  represent,  to  force  up 
the  price  of  tin  unduly.  The  scheme  does  not  attempt  to  regulate  or  control 
prices,  except  indirectly  by  adjusting  production  to  demand,  and  by  making  a 
reasonable  provision  for  the  reduction  of  admittedly  excessive  stocks. .  The  Inter- 
national Committee  have,,  however,  at  hand  two  most  powerful  weapons  which 
can  be  used  to  prevent  prices  from  rising  unduly.  The  first  is  the  International 
Tin  Pool,  which  works  in  close  liaison  with  the  International  Tin  Committee, 
and  which  held  on  July  Ist  a  stock  of  20,000  tons  of  tin  (as  compared  with  a  total 
visible  supply  of  tin  of  approximately  47,000  tons).  Tin  is  released  from  this 
pool  in  acoorddnce  with  a  sliding  scale  of  quantities  and  prices.  This  scale  has 
been  settlted  in  accord  with  the  signatory  Governments,  and  cannot  be  changed 
except  by  agreement  between  the  pool  and  these  Governments.  Releases  of  the 
quantities  fixed  by  this  scale,  at  the  varying  price  levels,  are  obligatory. 

The  second  weapon  is  the  power  which  the  International  Committee  possesses, 
in  agreement  with  the  signatory  Governments,  of  raising  the  quotas  of  production, 
as  may  appear  from  time  to  time  necessary.  The  Committee  has,  it  is  under- 
stood, hitherto  based  its  recommendations  as  to  the  suitable  production  quota 
at  any  given  period  solely  with  reference  to  the  balance  between  production  and 
consumption,  and  to  the  extent  to  which  stocks  were  being  drawn  upon.  But 
the  Sub-Committee  understand  that  the  International  Committee  would  be  pre- 
pared to  recommend  an  increase  of  the  quotas^  even  where  this  was  not  justified 
by  the  considerations  stated  above,  if  they  were  of  opinion  that  this  was  necessary 
in  order  to  prevent  an  •  undesirable  price  rise.  The  Sub-Committee  appreciate 
the  ^oroe  of  the  contention  that  pool  releases,  until  the  pool  is  liquidated  and 
thereafter  the  power  to  adjust  the  quotas,  provide  a  machinery  which  is  adequate 
to  protect  the  interests  of  consiuners. 

They  are  satisfied,  from  statements  made  by  the  Chairman  of  the  International 
Committee,  that  that  Committee  is  fully  aware  of  the  undesirabUity  of  permitting 
the  price  to  rise  unduly,  and  that  the  signatory  Governments  are  also  in  accord 
on  this  point.  Moreover,  it  is  the  interest  of  the  producing  countries  to  increase 
their  production  quotas  whenever  the  situation  permits. 

4.  The  existing  control  scheme,  in  which  the  Governments  of  Bolivia,  Nigeria, 
the  Netherlands  East  Indies,  Siam  and  the  Federated  Malay  States  participate, 
will  probably  terminate  towards  the  end  of  1933,  and  will,  in  any  event,  end  early 
in  August  1934.  Negotiations  for  the  conclusion  of  a  new  three  year  agreement, 
generally  similar  to  that  in  force,  are  now'  taking  place. 

5.  One  of  the  major  factors  in  determining  whether  such  an  agreement  can  be 
effected  wiU  be  ,the  attitude  of  the  countries  which  produce  tin,  but  do  not  par- 
ticipate in  the  existing  agreement.  The  Sub-Committee  are  impressed  by  the 
argument,  advanced  by  the  International  Tin  Committee,  (a)  that  it  is  equitable 
that  all  producing  countries  should  join  in  the  scheme  of  control,  inasmuch  as 
all  benefit  from  the  operation  of  that  scheme  and  (b)  that  the  break-down  of  the 
control  scheme  would,  in  existing  conditions,  involve  the  very  gravest  difSculties, 
and  might  easily  mean  disaster  for  the  industry,  the  potential  producing  capacity 
of  which  is  at  present  roughly  double  the  recent  rate  of  consumption.  All  tin- 
producing  countries  are  vitally  interested  in  the  continuance  of  the  scheme  of 
control  until  such  time  as  consumption  approximates  closely  to  the  potential 
prodnction  now  in  sight,  Their  adhesion  to  the  scheme  is  desirable,  not  only  in 
order  to  ensure  the  conclusion  of  the  new  agreement  for  three  years,  but  also  to 
prevent  the  imminent  posisibQity  that,  owing  to  the  probable  effect  of  the  recent 
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rise  of  price  in  stimulating  production  in  areas  not  now  under  control,  the  new 
agreement,  even  if  concluded,  may  have  to  be  abandoned  owing  tb  production 
in  the  non-controlled  areas  exceeding  twenty-five. 

2.  Sugar. — The  Bureau  of  the  Conference  has  been  requested  to  keep  in  touch 
with  the  International  Sugar  Council  and  with  the  countries  concerned  and  to 
summon,  when  it  thinks  expedient,  a  further  meeting  in  order  to  bring  about  the 
conclusion  of  a  general  agreement. 

3.  Wine. — The  International  Wine  Office  is  instructed  to  follow  in  co-operation 
with  the  Economic  Committee  of  the  League  of  Nations  and  the  International 
Institute  of  Agriculture,  the  various  points  of  the  plan  drawn  up  by  the  Sub- 
Committee. 

4.  Coffee. — Suggestions  and  proposals  of  the  exporting  countries  with  a  view  to 
the  co-operation  of  production  and  marketing,  and  possibly  for  the  organisation 
of  some  international  body,  to  be  submitted  to  the  Secretary-General  of  the 
Conference. 

5.  Cocoa. — The  chief  cocoa-producing  countries  have  been  invited  to  submit  to 
the  Secretary- General  of  the  Conference  their  views  and  proposals  with  a  view  to 
summoning  a  subsequent  meeting. 

//.  Raw  Materials 

1.  Timber. — As  valuable  negotiations  are  in  progress,  discussion  has  been  ad- 
journed until  the  beginning  of  October,  1933,  when  a  further  meeting  may  be 
arranged. 

2.  Coal. — The  competent  organisation  of  the  League  of  Nations  wLU  foUow  this 
work  and  ensure  that  all  interests  have  been  safeguarded.  The  Council  of  the 
League  of  Nations  is  requested  to  call  a  Conference  of  the  principal  producing 
and  consuming  countries  to  examine  the  measures  to  be  taken  if  this  effort  has 
not  within  six  months  given  the  desired  results. 

3.  Copper. — The  Governments  of  the  copper  producing  countries  are  invited 
to  submit  before  September  15th,  to  the  Secretary-General  of  the  Conference, 
their  views  and  proposals  concerning  the  organisation  of  the  production  and 
international  trade  in  copper  with  a  view  to  the  summoning  of  a  meeting  of  ex- 
perts qualified  to  examine  if  it  is  possible  and  expedient  to  conclude  an  agreement. 

4.  Tin. — It  has  been  recommended  that  the  countries  which  are  not  members 
of  the  International  Tin  Commission  should  enter  into  negotiations  with  that 
Commission. 


Exhibit  No.  2148 

United  States  of  America,  Before  Federal  Trade  Commission 

In  the  Matter  of  Copper  Exporters,  Inc. 

MEMORANDUM  BEFORE  BOARD  OF  REVIEW 

This  memorandum  is  submitted  on  behalf  of  Copper  Exporters,  Inc.  in  answer 
to  an  application  for  the  issuance  of  a  complaint  by  the  Federal  Trade  Commission 
charging  Copper  Exporters,  Inc.  with  a  violation  of  "Section  2  of  the  Act  of 
Congress  approved  April  10,  1918  (Webb  Act),  in  entering  into  an  association  for 
the  purpose  of  engaging  in  the  export  trade  in  copper  and  agreeing  upon  and 
fixing  the  price  of  copper  in  the  foreign  market  with  the  result  and  effect  of  restrain- 
ing trade  within  the  United  States  and  artificially  enhancing  and  depressing  the 
price  of  copper  within  the  United  States." 

In  accordance  with  the  provisions  of  the  Webb  Act,  Copper  Exporters,  Inc., 
has  fully  advised  the  Federal  Trade  Commission  (hereinafter  referred  to  as  the 
Commission)  with  respect  to  its  organization,  business  conduct;  practices,  manage- 
ment and  relation  to  other  associations,  corporations,  partnerships  and  individuals. 
In  1929,  1930  and  1931  respectively,  the  Federal  Trade  Commission  requested 
Copper  Exporters,  Inc.  to  furnish  it  with  certain  detailed  information.  This  was 
promptly  furnished  the  Commission  and  is  now  on  file.  It  is  therefore  not 
believed  .that  a  detailed  review  of  that  information  is  essential  in  a  discussion  of 
the  specific  charge  contained  in  the  application  for  the  issuance  of  a  complaint. 
(However,  for  the  convenience  of  the  Commission,  we  are  attaching  hereto  the 
following  exhibits: 

Schedule  I :  Copy  of  Certificate  of  Incorporation  of  Copper  Exporters,  Inc. 

Schedule  II:  Copy  of  By-Laws  of  Copper  Exporters,  Inc. 

Schedule  III:  Form  of  agreement  between  Members  and  Copper  Exporters, 
Inc. 
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Schedule  IV:  Form  of  agreement  between  foreign  associates  and  Copper 
Exporters,  Inc. 

Schedule  V:  Copy  of  working  regulations. 

Schedule  VI:  Copy  of  the  memorandum  describing  the  purposes,  methods  and 
operations  of  Copper  Exporters,  Inc. 

Schedule  VII:  Letter  dated  October  1,  1926,  addressed  to  the  Export  Division 
of  the  Federal  Trade  Commission,  Washington,  D.  C,  setting  forth  the  history 
and  puipose  of  the  formation  of  Copper  Exporters,  Inc.) 

I.  COPPER  EXPORTERS,  INC. 

The  following  brief  outUne  of  the  organization  and  operation  of  Copper  Ex- 
porters, Inc.,  is  intended  merely  to  refer  to  those  characteristics  of  Copper  Ex- 
porters, Inc.  which  are  deemed  essential  to  a  consideration  of  the  question  raised 
by  the  Commission. 

Copper  Exporters,  Inc.  is  a  Delaware  corporation  formed  in  accordance  with 
the  Webb  Act  (40  Stat.  516).     It  is  engaged  solely  in  export  trade. 

The  outstanding  stock  of  Copper  Exporters,  Inc.  is  held  by  eighteen  companies 
known  as  Members.  Each  Member  owns  one  share  of  the  stock  of  the  corpora- 
tion. The  Members  are  domestic  corporations  engaged  in  the  production, 
smelting  and  refining  of  copper. 

Pursuant  to  the  plan  of  organization,  agreements  have  been  entered  between 
Copper  Exporters,  Inc.  and  its  respective  Members.  Agf-eements  have  also 
been  entered  into  with  four  American  corporations  owning  or  selling  the  copper 
of  mines  situated  in  Mexico  or  South  America  and  known  as  Non-European 
Associates,  and  with  eight  European  corporations  producing  or  selling  copper 
abroad  and  known  as  European  Foreign  Associates.  These  agreements  relate 
solely  to  the  export  trade  of  the  United  States. 

The  agreements  entered  with  the  Members  and  the  Associates  provide,  among 
other  things,  that  Copper  Exporters,  Inc.  shall  establish  (1)  the  New  York  Com- 
mittee, and  (2)  the  Brussels  Committee.  The  details  of  the  operation  and  pur- 
pose of  these  Committees  are  set  forth  in  the  attached  schedules. 

The  New  York  Committee  is  composed  of  ten  representatives  of  the  Members. 
The  Foreign  Associates  may  have  a  representative  present  at  aU  meetings  of  the 
New  York  Committee  but  such  representative  has  no  right  to  cast  a  vote.  The 
determination  of  the  price  to  be  charged  for  copper  in  the  export  market  rests  primarily 
with  this  Committee. 

The  Brussels  Committee  is  composed  of  a  representative  of  the  New  York 
Committee  and  a  representative  of  each  Foreign  Associate.  In  voting  upon  any 
matters  coming  before  this  Committee,  the  representative  of  the  New  York  Com- 
mittee casts  the  votes  of  the  respective  members  represented  on  the  New  York 
Coihmittee  to  the  same  number  and  to  the  same  effect  as  though  they  were  cast 
on  the  respective  subjects  by  the  New  York  Committee.  The  Members  therefore 
control  ten  votes  on  the  Brussels  Committee  whereas  the  Foreign  Associates 
control  but  eight.  The  agreements  also  provide  that  if  any  member  of  this  Com- 
mittee shall  object  to  any  action  taken  by  the  Committee,  a  new  vote  must  be 
taken  "and  the  voting  thereon  shall  be  on  the  basis  of  one  vote  to  each  Member  or 
Foreign  Associate  for  each  five  hundred  tons  of  its  copper  production  for  the  last 
preceding  year".  (Members'  Agreement,  page  4.)  If  the  vote  be  taken  on  such 
,  a  tonnage  basis,  the  Members  control  more  than  sixty  per  cent,  of  the  vote  of  the 
Brussels  Committee. 

It  is  therefore  apparent  (1)  that  the  New  York  Comnaittee  is  controlled  entirely 
by  the  Members  and  (2)  that  the  Members  have  ten  out  of  eighteen  votes  on  the 
Brussels  Committee  and  consequently  have  the  power  to  control  the  action  of  that 
Committee. 

The  method  to  be  followed  in  establishing  the  price  to  be  charged  for  copper  in 
the  export  trade  is  set  forth  in  the  agreement  as  follows: 

"4.  The  New  York  Committee,  from  time  to  time  and  as  often  as  it  deems  desir- 
able, will  quo^e  a  c.  i.  f.  basic  price  for  electrolytic  copper,  to  serve  as  a  standard 
and  to  be  known  as  the  "Standard  Electro  General  Sales  Price",  or  a  scale  of  such 
prices  for  different  periods  of  shipment  or  for  different  export  market  ports. 
Such  price  or  prices  will  be  quoted,  after  consultation  with  or  advices  from  the 
Brussels  Committee,  Standard  Electro  General  Sales  Price  shall  be  based  (a)  on 
the  cost  of  transportation  to  the  European  port  to  which  current  freight  rate  is 
lowest  from  New  York  or  Baltimore  and  differentials  for  other  ports  are  to  be 
established  by  the  New  York  Committee,  from  time  to  time  approximately 
in  accordance  with  actual  freight  conditions;  (b)  on  electro  copper  in  such  shapes 
(wire  bars,  ingot  bars,  etc.)  as  the  refineries  furnish  without  premium.     Any 
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premium  collected  for  special  shapes  or  allowances  made  for  cathodes  is  for  the 
account  of  the  Seller.  The  Standard  Electro  General  Sales  Price,  and  any  and  all 
changes  therein,  will  immediately  be  communicated  to  each  Member  and  to  the 
Foreign  Associates.  All  sales  made  on  the  basis  of  that  price  by  Members  or 
Foreign  Associates  will  be  known  as  'general  sales'."  (Members  Agreement 
p.—.) 

The  Members  and  Foreign  Associates  also  agree  (1)  to  sell  at  the  Standard 
Electro  General  Sales  Price,  or  (2)  to  give  notice  of  withdrawal  from  sales  made  at 
that  price,  or  (3)  to  give  notice  of  an  intention  to  make  sales  at  a  lower  price  basis 
to  be  known  as  "special  sales."     (Members  Agreement,  p^  5.) 

One  further  characteristic  of  Copper  Exporters,  Inc.  should  be  noted.  This 
corporation  does  not  purchase,  ship  or  sell  copper  either  for  its  own  use  or  other- 
wise and  does  not  collect  the  proceeds  of  any  sales.  All  of  "these  operations  are 
performed  by  the  Members  and  Associates  for  themselves  and  at  their  own  expense 
and  through  such  agencies  as  they  may  deem  desirable.  (Members  Agreement, 
p.  4.) 

II.    THE    WEBB    ACT 

I  have  indicated  how  the  price  to  be  charged  for  copper  in  the  export  trade  is 
estabhshed  by  the  Members  of  Copper  Exporters,  Inc.  I  have  also  shown  that 
the  Members  and  Associates  may  refuse  to  sell  copper  at  the  established  price  or 
may,  upon  giving  notice,  sell  copper  at  a  lower  price. 

These  activities  of  Copper  Exporters,  Inc.  have  been  unaeriauen  pursuant 
to  the  provisions  of  the  Webb  Export  Act.     Section  2  of  that  Act  provides: 

"That  nothing  contained  in  the  Act  entitled  'An  Act  to  protect  trade  and  com- 
merce against  unlawful  restraints  and  monopolies',  approved  July  second,  eighteen 
hundred  and  ninety,  shall  be  construed  as  declaring  to  be  illegal  an  association 
entered  into  for  the  sole  purpose  of  engaging  in  export  trade  and  actually  engaged 
solely  in  such  export  trade,  or  an  agreement  made  or  act  done  in  the  course  of 
export  trade,  or  an  agreement  made  or  act  done  in  the  course  of  export  trade  by 
such  association,  provided  such  association,  agreement,  or  act  is  not  in  restraint 
of  trade  within  the  United  States,  and  is  not  in  restraint  of  the  export  trade  of  any 
domestic  competitor  of  such  association :  And  provided  fiirther,  TJ'hat  such  associa- 
tion does  not,  either  in  the  United  States  or  elsewhere,  enter  into  any  agreement, 
understanding,  or  conspiracy,  or  do  any  act  which  artificially  or  intentionally 
enhances  or  depresses  prices  within  the  United  States  of  commodities  of  the  class 
exported  by  such  association,  or  which  substantially  lessens  competition  within 
the  United  States  or  otherwise  restrains  trade  therein." 

From  the  "Notice  of  Hearing",  dated  July  13,  1931,  I  assume  that  this  Board 
of  Review  is  interested  in  the  estabhshment  of  the  price  to  be  charged  for  copper 
in  the  export  trade  only  insofar  as  the  method  used  in  arriving  at  a  price  and  the 
price  established  have  had  the  result  and  effect  of  (1)  "restraining  trade"  within 
the  United  States,  and  (2)  "artificially  enhancing  and  depressing  the  price  of  cop- 
per within  the  United  States."  Consequently  I  shall  limit  my  discussion  to  these 
considerations. 

A.  The  Meaning  of  "restraining  trade  in  the  United  States"  as  used  in  the  Webb  Act. 

The  words  "restraint  of  trade"  or  "restrains  trade"  have  a  definite  and  well 
understood  meaning  both  at  common  law  arid  under  modern  federal  statutes 
particularly  the  Sherman  Act  (26  Stat.  209). 

The  report  of  the  Committee  on  Interstate  Commerce  of  the  United  States 
Senate,  which  recommeded  the  adoption  of  the  Webb  Act,  clearly  indicates  that 
the  Congress  intended  the  expression  "restrains  trade"  to  have  specific  applica- 
tion to  a  violation  of  the  Sherman  Act.  In  describing  the  expression  "restrains 
trade"  that  Committee  declared  that  by  this   provision   it   was   intended   that 

"(a)  The  authority  thereby  conferred  should  not  result  in  the  restraint  of 
trade  within  the  United  States  which  is  clearly  prohibited  by  the  Sherman  Act" 
(65th  Congress,  1st  Session  Report.  A  copy  of  this  Report,  No.  9,  is  hereto 
attached  as  Schedule  VIII). 

At  common  law  and  under  the  Sherman  Act,  the  words  "restraint  of  trade"  or 
"restrains  trade"  embraced  only  such  acts,  contracts,  agreements  or  combinations 
"as  by  reason  of  intent  or  the  inherent  nature  of  the  contemplated  acts,  prejudice 
the  public  interest  by  unduly  restraining  competition  or  unduly  obstructing  the 
course  cI  trade."  Nash  v.  United  States,  229  U.  S.  373,  376.  See  also  The 
Stand j,rd  Oil  Co.  v.  United  States,  221  U.  S.  1,  and  United  States  v.  American 
Tobacco  Company,  221  U.  S.  106. 
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The  test  to  be  applied  in  determining  whether  a  restraint  is  undue  and  unreason- 
able within  the  meaning  of  the  Sherman  Act  was  clearly  stated  by  Judge  Sanborn 
in  Phillips  v.  lola  Portland  Cement  Co.,  125  Fed.  593,  594: 

"It  is  now  settled  by  repeated  decisions  of  the  Supreme  Court  that  the  test  of 
the  validity  of  a  Contract,  combination,  or  conspiracy  challenged  under  the  anti- 
trust law  is  the  direct  effect  of  such  a  contract  or  combination  upon  competition 
in  commerce  among  the  states.  If  its  necessary  effect  is  to  stifle  competition,  or 
to  directly  and  substantially  restrict  it,  it  is  void.  But  if  it  promotes,  or  only 
incidentally  or  indirectly  restricts,  competition  in  commerce  among  the  states, 
while  its  main  purpose  and  chief  effect  are  to  foster  the  trade  and  enhance  the 
business  of  those  who  make  it,  it  does  not  constitute  a  restraint  of  interstate 
commerce  within  the  meaning  of  that  law,  and  is  not  obnoxious  to  its  provisions. 
This  act  of  Congress  must  have  a  reasonable  construction.  It  was  not  its  pur- 
pose to  prohibit  or  to  render  illegal  the  ordinary  contracts  or  combinations  of 
manufacturers,  merchants,  and  traders,  or  the  usual  devices  to  which  tfcey  resort 
to  promote  the  success  of  their  business,  to  enhance  their  trade,  and  to  make  their 
occupations  gainful,  so  long  as  those  combinations  and  devices  do  not  necessarily 
have  a  direct  and  substantial  effect  to  restrict  competition  in  commerce  among 
the  states." 

B.  The  Meaning  of  "artificially  enhancing  and  depressing  the  price  of  copper",  as 
used  in  the  Webb  Act. 

Section  2  of  the  Export  Act  authorizes  the  formation  of  associations  engaged 
solely  in  export  trade,  provided : 

"That  such  association  does  not,  either  in  the  United  States,  or  elsewhere,  enter 
into  any  agreement,  understanding,  or  conspiracy,  or  do  any  act  which  artificially 
or  intentionally  enhances  or  depresses  prices  withi^  the  United  States  of  commodities 
of  the  class  exported  by  such  association,  or  which  substantially  lessens  competi- 
tion within  the  United  States  oi;  otherwise  restrains  trade  therein." 

It  is  submitted  that  this  language  was  not  intended  to  apply  to  acts  done  in 
the  course  of  export  trade  which  incidentally  or  indirectly  tended  to  affect  prices 
in  this  country,  but  only  to  those  acts  whose  intended  or  necessary  effect  was 
artificially  to  enhance  or  depress  prices  in  the  United  States. 

Indeed,  an  examination  of  the  history  of  the  Webb  Act  shows  conclusively  that 
the  language  quoted  was  adopted  by  Congress  in  recognition  of  the  fact  that  the 
establishment  of  a  price  to  be  charged  in  the  export  market  must  necessarily 
haVe  an  indirect  effect  upon  the  prices  charged  in  this  country. 

This  construction  is  clearly  supported  by  the  report  of  the  Committee  on  Inter- 
state Commerce  of  the  Sena,te  which  reported  the  Bill  with  its  recommendations' 
to  the  55th  Congress.     The  report  states: 

"Second.  In  section  2  of  the  bill  as  it  passed  the  House,  we  recommend  striking 
out  at  the  end  of  the  section  the  words  'and  does  not  restrain  the  export  trade  of 
the  United  States'  and  inserting  in  lieu  thereof  the  following: 

"  'And  is  not  in  restraint  of  the  export  trade  of  any  domestic  competitor  Of 
such  association.  And  provided  further,  That  such  association  does  not,  either 
in  the  United  States  or  elsewhere,  enter  into  any  agreement,  understanding,  or 
conspiracy,  nor  do  any  act,  which  artificially  or  intentionally  and  unduly  enhances 
prices  within  the  United  States  of  commodities  of  the  class  exported  by  such 
association.' 

'.'As  presented  to  us,  this  section  provides  that  the  Sherman  law  shall  not  be 
construed  so  as  to  make  illegal  an  association  entered  into  for  the  sole  purpose 
of  engaging  in  export  trade,  and  actually  engaged  solely  in  export  trade  or  any 
agreement  made  or  act  done  in  the  course  of  export  trade  by  such  association. 
This  section  then  provides  that  'these  associations  or  agents  shall  not  be  in  re- 
straint of  trade  within  the  United  States,  and  shall  not  restrain  the  export  trade 
of  the  United  States.'  Of  course,  we  do  not  want  to  restrain  trade  within  the 
United  States  as  the- first  clause  of  the  language  quoted  provides. 

"Reduced  to  its  final  analysis  this  section  attempts  to  give  the  right  to  enter 
into  associations,  make  agreements,  and  do  acts  in  restraint  of  export  trade, 
while  the  second  clause  quoted  takes  away  theright.  To  avoid  the  effect  of  the 
last  clause,  and  at  the;  same  time  to  secure  the  purpose  of  this  act  in  the  interest 
of  our  fbreign  trade,  the  committee  suggests  the  striking  out  of  the  last  clause'and 
inserting  after  the  words  'United  States'  on  line  19,  page  2^  the  amendments  as 
written  above.  By  this  change  the  committee  aims  to  place  three  limitations 
upon  these  associations,  their  acts  and  agreements. 
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"(a)  The  authority  hereby  conferred  should  not  result  in  the  restraint  of  trade 
within  the  United  States  which  is  cleany  prohibited  by  the  Sherman  Law. 

"(b)  While  the  purpose  of  the  bill  is  to  increase  our  foreign  trade,  it  should  not 
result  in  destroying  the  business  of  other  companies,  associations,  or  individuals 
who  may  be  engaged  in  the  foreign  trade.  The  purpose  is  to  increase  and  improve 
this  trade,  not  to  injure  it. 

"(c)  While  we  realize  that  any  sales  in  foreign  commerce  may  incidentally  and 
temporarily  result  in  the  increase  in  prices  of  the  same  articles  to  home  consumers, 
these  associations  ought  Jiot  to  be  permitted  to  so  conduct  their  affairs  as  to 
artificially  or  intentionally  and  unduly  enhance  prices  of  the  commodities  in 
which  they  are  dealing  to  the  home  consumers. 

"To  illustrate:  While  the  large  packers,  in  order  to  get  their  fuU  share  of  the 
foreign  trade,  ought  to  be  permitted  to  form  associations  for  the  purpose  of  buying 
meat  products  and  selling  them  abroad,  they  ought  not  to  be  allowed  to  so  conduct 
this  branch  of  their  business  as  to  increase  the  prices  at  home  more  than  would 
naturally  result  from  the  export  trade.  They  ought  not  to  be  permitted  to  buy 
ostensibly  for  this  trade  and  then  use  their  stock  for  the  purpose  of  depressing 
prices  to  the  point  of  ruining  home  competitors,  and  then  raise  the  prices  to  all 
consumers,  and  thereby  secure  a  monopoly.     Hence  this  last  restriction." 

This  constitutes  a  specific  recognition  by  the  Committee  of  the  Senate  which 
recommended  the  Webb  Act  to  Congress  that  the  lawful  activities  of  Associations 
formed  pursuant  to  the  Webb  Act  might  incidentally  and  temporarily  affect  prices 
in  the  United  States. 

As  finally  passed  by  the  Cbngress,  the  word  "unduly"  was  omitted  from  the 
section.  But  clearly  the  proviso,  as  amended,  had  application  only  if  the  act 
done  by  the  export  association  (1)  artificially  or  (2)  intentionally  enahanced  or 
depressed  prices. 

In  the  debates  in  the  Senate  on  the  bill,  Mr.  Pomerene,  Chairman  of  the 
Committee  on  Interstate  Commerce,  further  explained  the  meaning  of  this  pro- 
vision: 

"Mr.  Pomerene.  Of  course,  we  all  recognize  that  under  the  law  of  supply  and 
demand  the  sale  of  any  products  abroad  will  to  some  extent  affect  the  supply 
and  therefore  the  prices  of  goods  domestically;  but  we  sought — 

"Mr.  NoRRis.  Mr.  President— 

"Mr.  Pomerene.  Pardon  me  just  a  minute.  But  we  sought  to  avoid,  or  at 
least  minimize,  this  result  by  forbidding  these  associations  from  doing  anything 
which  would  artificially  enhance  these  prices  or  which  would  intentionally  and 
unduly  enhance  them,  and  we  use  that  phrase  because  we  had  in  mind  the  fact 
that  under  the  natural  laws  of  trade  there  would  be  some  effect  upon  prices.  J 
yield  to  the  Senator  from  Nebraska."     Vol.  55  Cong.  Rec.  p.  2786. 

The  language  used  by  the  Congress  in  Section  2  of  the  Webb  Act  is  entirely 
consistent  with  these  statements  of  its  purpose.  Moreover,  insofar  as  the  words 
"artificially"  and  "intentionally"  are  ambiguous,  resort  may  be  had  to  reports 
of  the  committee  having  the  Bill  in  charge  and  to  statements  made  by  the 
Chairman  of  that  committee. 

See  United  States  v.  Trans- Missouri  Freight  Assn.,  166  U.  S.  290,  318;  United 
States  V.  Thind,  261  «U.  S.  204;  Duplex  v.  Deering,  254  U.  S.  443,  475;  and  Black, 
Construction  and  Interpretation  of  Laws,  2nd  Edition,  1911,  page  312. 

It  is  therefore  submitted  that  under  the  Webb  Act  sales  made  in  foreign  com- 
merce which  "incidentally  and  temporarily  result  in  the  increase  in  price  of  the 
same  articles  to  home  consumers"  are  not  within  the  condemnation  of  this  pro- 
viso. In  the  words  of  the  Act,  it  is  only  when  such  sales  "artificaUy"  or  "inten- 
tionally" enhance  or  depress  prices  in  this  country,  that  they  are  condemned. 

III.   Copper  Exporters,  Inc.  has  not  fixed  the  price  op  copper  in  the 

FOREIGN  market  WITH  THE  "RESULT  AND  EFFECT  OF  RESTRAINING  TRADE  IN  THE 

United  States  and  artificially  enhancing   or  depressing  the  price  op 
COPPER  within  the  United  States" 

I  am  attaching  hereto  a  graph  marked  Schedule  IX  showing  daily  copper  prices 
in  the  export  and  domestic  markets  respectively  from  the  formation  of  Copper 
Exporters,  Inc.  up  to  and  including  July  31,  1931.  I  am  also  enclosing  Schedule  X 
showing  daily  price  changes  in  the  domestic  and  export  markets  during  the  same 
period. 

The  export  prices  reflected  in  these  schedules  are  those  established  by  Copper 
Exporters,  Inc.  The  domestic  prices  are  calculated  as  the  E.  and  M.  J.  daily 
average  prices  plus  .225  per  pound  in  order  to  arrive  at  an  average  delivered  price 
for  the  Connecticut  Valley. 
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In  considering  this  chart  the  attention  of  the  Commission  is  directed  to  the  fact 
that  the  domestic  price  is  an  average  daily  price.  In  practice,  therefore,  daily 
sales  were  often  made  above  and  below  the  average  price  reflected  on  the  chart. 

From  this  material  it  appears  that  prior  to  July  31,  1931,- there  were  one 
hundred  and  twenty-one  changes  made  by  Copper  Exporters,  Inc.  in  the  price 
to  be  charged  for  copper  in  the  export  trade.  A  statistical  analysis  of  these  price 
chang^  shows  that 

83.5%  (101  export  price  changes)  of  the  changes  in  the  export  price  of  copper' 
were  changes  fixed  one  or  more  days  after  similar  domestic  price  move- 
ments had  occurred  in  the  United  States. 

13.5%  (16  export  price  changes)  of  all  price  changes  in  the  export  market 
were  fixed  after  similar  domestfc  price  movements  had  developed  earlier 
in  the  same  day. 

3%  (4  export  price  changes)  were  fixed  before  similar  domestic  price  move- 
ments.    (See  Schedule  XI  hereto  attached.) 

These  facts  constitute  a  persuasive  answer  to  the  allegation  that  Copper  Ex- 
porters, Inc.  has  fixed  the  price  of  copper  in  the  foreign  market  with  the  "result 
and-  effect  of  restraining  trade  in  the  United  States  and  artificially  enhancing 
and  depressing  the  price  of  copper  within  the  United  States."  They  demonstrate 
that,  in  general,  price  changes  made  in  the  export  market  by  Copper  Exporters, 
Inc.  have  been  preceded  by  similar  price  changes  in  the  domestic  market.  In 
only  four  instances  does  it  appear  that  changes  in  the  export  market  preceded 
domestic  price  changes.  These  apparent  exceptions  to  the  general  practice  are 
fully  explained  in  Schedule  XI.  And,  in  any  event,  the  domestic  market  has  not 
been  controlled  by  these  sporadic  changes  in  the  export  price  over  a  period  of 
approximately  four  years. 

From  an  analysis  of  this  material  it  is  clear  that  changes  in  the  export  prices 
have  been  reflected  in,  and  determined  and  controlled  by,  the  prices  of  copper  in 
the  domestic  market.  It  cannot  therefore  fairly  be  said  that  the  domestic  price 
for  copper  has  been  artificially  or  intentionally  affected  by  the  subsequent  price 
changes  made  in  the  price  of  copper  to  be  sold  in  the  export  market.  It  is  not 
denied  that  changes  made  in  the  price  of  copper  in  the  export  trade  may  h^ve  had 
a  remote  and  occasional  effect  upon  the  domestic  price.  But  such  an  effect  was 
recognized  by  Congress  as  a  necessary  result  of  the  lawful  activities  of  an  export 
association  operating  in  strict  compliance  with  the  provisions  of  the  Webb  Act. 
We  submit,  therefore,  that  (1)  the  price  changes  made  in  the  export  market  have 
in  general  reflected  prior  price  changes  in  the  domestic  market,  and  (2)  that 
consequently  export  price  changes  could  not  have  controlled  or  even  directly 
affected  the  domestic  price  of  copper. 

An  analysis  of  the  material  submitted  also  demonstrates  that  following  advances 
made  by  Copper  Exporters,  Inc.  in  the  price  to  be  charged  for  copper  in  the  export 
trade,  the  domestic  price  of  copper  has  followed  no  immediate  and  regular  course. 
On  the  contrary,  as  is  to  be  expected  under  conditions  of  free  competition,  the 
domestic  market  has  followed  no  immediate  or  regular  course  after  advances  have 
been  decided  upon  or  put  into  effect  by  Copper  Exporters,  Inc.  Sometimes  the 
domestic  price  has  been  lowered — sometimes  the  price  has  been  increased  or  has 
remained  unchanged,  all  according  to  the  developments  in  the  domestic  market. 

I  have  also  considered  the  causes  of  the  present  low  price  of  copper  in  connection 
with  the  allegation  that  Copper  Exporters,  Inc.  has  fixed  the  price  of  cooper  in 
the  foreign  market  "with  the  result  and  effect  of  *  *  *  artificially  *  *  * 
depressing  the  price  of  copper  in  the  United  States." 

On  July  31st  the  E.  and  M.  J.  price  of  copper  in  the  domestic  market  reached 
the  lowest  point  ever  recorded.  But  the  decline  in  the  price  of  copper  is  not  even 
remotely  attributable  to  the  activities  of  Copper  Exporters,  Inc.  The  true  explan- 
ation of  the  present  price  of  copper  is  to  be  found  by  reference  to  the  unprecedented 
surplus  stocks  of  copper  on  hand  which  continue  to  increase  in  spite  of  a  decreasing 
demand  for  copper.  I  am  attaching  as  Schedule  XII  a  chart  showifig  estimated 
copper  stocks,  production  and  consumption  by  months  from  the  formation  of 
Copper  Exporters,  Inc.  to  August  31,  1931. 

From  the  chart  it  appears  that  on  July  31st  the  world  stocks  of  refined  and 
unrefined  copper  constituted  approximately  1,262,064,000  pounds  of  copper. 
During  the  month  of  July,  these  stocks  had  been  increased  by  30,850,000  pounds 
of  copper.  During  the  same  month  the  apparent  consumption  of  copper  was  only 
203,670,000  pounds.  The  threat  of  this  great  surplus  stock  of  copper  overhanging 
a  buyers'  market  is  the  direct  cause  of  the  lowest  price  in  the  history  of  copper. 
Nor  is  Copper  Exporters,  Inc.  responsible  for  these  surplus  stocks  of  copper.    No 
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action  it  has  taken  has  directly  affected  these  stocks  for  the  reason  that  Copper 
Exporters,  Inc.  does  not  produce  or  buy  or  sell  copper.  These  activities  are 
conducted  by  individual  copper  companies.  The  surplus  stocks  are  therefore 
directly  attributable  to  excess  production  of  the  individual  producers  of  copper. 
For  the  reasons  stated  above  it  is  respectfully  submitted  that  Copper  Exporters, 
Inc.  has  not  agreed  upon  and  fixed  the  price  of. copper  in  the  foreign  market  "with 
the  result  and  effect  of  restraining  trade  within  tne  United  States  and  artificially 
enhancing  and  depressing  the  price  of  copper  within  the  United  States." 

William  J,  Donovan. 


Exhibit  No.  2149 
V.  S.  Tariff  Commission  Report,  Nov.  SO,  19S1 — Coat  of  Producing  Co-pfer  in  ^J.  S. 

[Cents  per  Pound] 


Direct 
Charges 


Including 

Depletion, 

Interest 


Silver 
*per 
Ounce 


Year  1928 

1929 -.. 

1930 

Weighted  Average 


e.22 
9.70 
9.93 


18.20 
18.07 
14.07 


58.176 
52.993 
38.154 


13.41 


49. 774 
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Exhibit  No.  2150 

United  States  Bureau  of  Labor  Statistics,  Average  Wholesale  Prices  of  Various 
Commodities,  Monthly,  1929-1930 


Sulphur 
per  ton 
at  mines 

Nickel 
per  lb. 

Alumi- 
num 
per  lb. 

Quick- 
silver 
per  76  lb. 
flask 

Per  Barrel  Crude 
Petroleum 

Fuel  Oil 

Okla.  per 

barrel 

Kansas 
Okla. 

Califor- 
nia 

1929 
April          -  - - 

18.00 
18.00 
18.00 
18.00 
18.00 
18.00 
18.00 
18.00 
18.00 

18.00 
18.00 
18.00 
18.00 

$0.3500 
.3500 
.3500 
.3500 
.3500 
.3500 
.3500 
.3500 
.3500 

.3500 
.3500 
.3500 
.3500 

$0.^90 
.2390 
.2390 
.2390 
.2390 
.2390 
.2390 
^2390 
.2390 

.2390 
.2390 
.2390 
.2390 

$123,600 
123.600 
122:500 
121.000 
123.900 
124.500 
124.250 
124.000 
124.000 

124.000 
124.000 
123.600 
123. 875 

$1. 110 
1.158 
1.300 
1.300 
1.300 
1.300 
1.300 
1.300 
1.300 

1.229 
1.181 
1.110 
1.163 

$0,850 
.850 
.910 
.850 
.850 
.850 
.850 
.850 
.850 

.850 
.850 
.868 
.880 

$0,665 

.631 

.676 

July           - 

.695 

.744 

.775 

Oct           --- 

.§38 

.863 

Dec       -- 

.920 

1930 
Jan  - - 

.950 

Feb - -- 

.913 

March 

.805 

April    -- 

.788 
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United  States  Bureau  of  Labor  Statistics  Average  Wholesale  Prices 


Iron  Ore 

Bessemer 

Per  Gross 

Ton 


Pig  Iron 

Basic 

Furnace 

Per  Oross 

Ton 


PlR  Iron 
Bessffltner 
At  Pitts- 
burgh 
Per  Gross 
Ton 


Pipe  Cast 

Iron 
6  Inch 
Per  Net 

Ton 


Steel  Rails 

Open 

Hearth 

■?er  Oross 

Ton  (at 

mUl) 


1929 

April 

May , — - 

June 

July 

August 

September ....: 

October 

November.. 

December 

1930 

January 

February 

March... 

April - 


|$4.6£0 
4.6£0 
4.660 
4.650 
4.650 
4.650 
4.650 
4.650 
4.660 


4.650 
4.650 
4.650 
4.650 


$17.90 
18. 375 
18.500 
18.500 
18.500 
18.500 
18.600 
18.600 
18.600 


18.500 
18.500 
18.500 
18.500 


$20,260 
20.760 
20.760 
20.760 
20.760 
20.760 
20.760 
20.760 
20.760 


20.760 
20.760 
20.760 
20.760 


$38,200 
36.360 
35.600 
34.100 
34.100 
34.100 
35.600 
35.600 
35.600 


36.850 
38.725 
39.625 
40.200 


$43.00 
43.00 
43.00 
48.00 
43.00 
43.00 
43.00 
43.00 
43.00 


43.00 
43.00 
43.00 
43.00 


Anthra- 
cite 
(Retail) 
per  ton 


Bitumi- 
nous 
(Retail) 
per  ton 


Wholesale 
Prices  in 
dollars 
per  1,000 
Cigarettes 


Sugar 
(Refined) 
Wholesale 
per  pound 


Fresh  Na- 
tive Steers 
Wholesale 

Price 
(Chicago) 

per  lb. 


White 
Potatoes 
Wholesale 

(New- 
York)  per 

100  lbs. 


1929 

AprU 

May 

June. 

July 

Aiig 

Sept 

Oct ...-■ 

Nov 

Dec 

1930 
Jan 

Feb 

March. .^ 

April. 


$14. 71 
14.40 
14.48 
14.63 
14.67 
14.87 
14.98 
14.98 
16.00 


16.00 
16.00 
16.00 
14.99 


$8.76 
8.62 
8.60 
8.62 
8.69 
8.87 
8.98 
9.00 
9.05 


9.11 
9.04 
9.32 
8.84 


$5. 321 
6.321 
8. 321 
6.321 
5.321 
6.321 
6.597 
5.646 
6.645 


5.645 
5.645 
6.646 
6.646 


$0,048 
0.049 
0.Q49 
0.052 
0.054 
0.053 
0.054 
0.060 
0.060 


0.051 
0.049 
0.049 
0.048 


1.224 
.230 
.234 
.238 
.238 
.236 
.236 
.240 
.240 


.240 
.236 
.240 
.239 


$1. 472 
1.622 
1.180 
2.119 
3.281 
3.222 
3.472 
3.410 
3.403 


3.476 
3.309 
2.837 
2.961 


Com- 
posite 
Price- 
Machines 
(Elee 
trie) 


1919 

April.... 

May 

June 

July 

Au? 

Sept.: 

Oct 

Nov --. 

Doc 

1930 

Jan -— . 

Feb 

March 

Aprfl- 


$84,663 
84.683 
84.583 
84.683 
84.583 
84.683 
84.667 
84.667 
84.667 


84.667 
84.607 
64.667 
84.667 


Lumber 
Cypress 

Shop 

(per  1,000 

ft.) 


$36,760 
38. 750 
34.750 
32. 570 
32.750 
34,000 
34:000 
34.000 
34.000 


41.760 
46.000 
45.000 
46.000 


Asphalt 

Bulk 
(per  ton) 


$12.00 
12.00 
12.00 
12.00 
12.00 
12.00 
12.00 
12.00 
12.00 


12.00 
12.00 
12.00 
12.00 


Crushed 
Stone 
IHin. 

(per  cu. 
yd.) 


$3,260 
3.250 
3.250 
3.250 
3.250 
3.250 
3.250 
3.260 
3.400 


3.400 
3.400 
3.400 
3.400 


Window  Glass  (per 
60  sq.  ft.) 


Single  A    Single  B 


$4,200 
4,200 
4.200 
4.200 
4.200 
4.200 
4.200 
4.200 
4.200 


4.200 
4.200 
4.200 
4.200 


$3,420 
3;  420 
3.420 
3.420 
3.420 
8.420 
3.420 
.3.420 
3.420 


3.420 
3.420 
3.420 
3.420 


Building 
Lime  at 
plant 
(Com- 
posite) 
(per  ton) 


$7. 898 
7.883 
7.860 
7.892 
7.887 
8.076 
8.075 
7.610 
7.901 


8.116 
8.081 
7.880 
7.936 


Building 
Sand  at 
plant 
(Com- 
posite) 


$0,683 
.679 
.676 
.676 
.674 
.678 
,673 
.676 
.688 


.600 
.698 
.600 
.687 
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United  States  Bureau  of  Labor  Statistics  index  numbers  of  wholesale  prices  of  selected 

articles 

[1926=100] 


Paint 
Materials 


ms 

April 

May 

Jane 

July 

AU(! 

Sept - 

Oct 

Nov 

Deo 

ISSO 

Jan 

Feb 

March 

April..- 


Cattle 

Fruit  and 
Vege- 
tables 

Anthra- 

Electric- 

Oas 

and  Feed 

cite  Coal 

ity 

108.9 

84.8 

88.1 

92.2 

93.0 

101.6 

89.2 

87.4 

93.1 

93.4 

106.2 

97.4 

88.1 

94.4 

94.4 

120.6 

105.8 

89.1 

94.1 

94.4 

124.7 

109.5 

90.0 

92.8 

94.4 

132.6 

109.3 

90.6 

95.2 

94.3 

130.4 

108.4 

•91.2 

94.4 

93.1 

124.1 

106.0 

91. 2; 

95.9 

92.4 

122.4 

107.4 

91.? 

97.5 

91.7 

113.6 

103.9 

91.2 

90. 9 

92.6 

107.5 

103.1 

91.2 

97.3 

93.7 

103.8 

102.3 

91.2 

95.1 

94.1 

117.1 

109.6 

90.2 

92.3 

95.2 

92.0 
92.3 
92.6 
94.6 
95.8 
99.1 
99.3 
98.0 
96.6 


95.4 
94.8 
94.3 
93.9 


Exhibit  No.  2150-A 

[Submitted  by  Cornelius  F.  Kelley,  President,  Anaconda  Copper  Mining  Co.] 

January  7,  1940. 
Economic  Copper  Study 

The  object  of  this  report  is  to  illustrate  the  more  general  uses  of  copper,  propor- 
tionate weights,  price  comparisons  and  the  resulting  effect  of  one  cent  (plus  or 
minus)  change  in  the  copper  base  price  as  aflfecting  the  average  taxpayer  or  wage 
earner. 

In  a  study  of  this  nature,  certain  a-ssumptions  must  of  necessity  be  made. 
We  believe  that  those  assumptions  that  were  made  are  conservative. 

The  accompanying  Exhibits  A,  B,  C,  D  and  E  indicate  the  diversified  use  made 
of  copper  by  the  average  home  owner,  farmer,  smaU  manufacturer  and  utility 
company,  as  well  as  government  agencies  or  utilities  building  rural  or  urban 
distribution  systems.  In  addition,  the  component  parts  of  the  individual  units 
are  listed  and  compared  on  a  price  and  percentage  ratio  basis. 

Exhibit  F  deals  with  data  relative  to  the  telephone  industry.  We  feel  that  it  is 
pertinent  to  this  study  as  it  constitutes  one  of  the  major  outlets  for  copper,  and 
forms  a  most  important  part  in  the  everyday  life  of  the  average  taxpayer  and 
wage  earner.  Exhibits  G  and  H  show  respectively  for  automobiles  and  household 
appliances  the  negligible  effect  of  price  of  copper. 

Statistical  information  pertaining  to  prices,  weights,  etc.  are  predicated  on 
quotations  in  effect  January  5,  1940.  Such  information  has  been  obtained  from 
the  most  reliable  sources  available. 

Contents 

Exhibit  A.  Modern  six  room  home. 

Exhibit  B.  Typical  modern  farm  with  outbuildings. 

Exhibit  C.  Typical  metal  fabricating  plant. 

Exhibit  D.  High  voltage  transmission  line. 

Exhibit  E.  Rural  and  urban  distribution. 

Exhibit  F.  Telephone  industry. 

Exhibit  G.  Estimated  copper  content  of  average  automobile. 

Exhibit  H.  Electrical  household  appliances. 


KiHiBiT  No.  21S0-B 


I.  SERVICE     ENTRANCE    CABLE 

2  ARMORED  BUSHED  CABLE 

3.  POSJ   CORD 

4.  FLEXIBLE     CORD 

5  ARMORED    THERMOSTAT     CONTROL    CABLE 

6.  BELL     CORD 

7  FIXTURES,  OUTLETS,  SWITCHES 

8  COPPER  GUTTER    AND  DOWNSPOUT 
9.  COPPER    FLASHING 

10  BRASS   PLUMBING  (SERVICE  LINE  8   FITTINGS) 

II.  FURNISHINGS  (RANGE, CURTAIN  RODS,  HOOKS,  CLOCK 
FURNITURE    HARDWARE.  ETC    ) 

12  REFRIGERATOR 

3  RADIO 

I  4.  COPPER    SCREENS 

15  HAROWARE(DOOR  FITTINGS,  WEATHER  STRIPPING,  ETC  ) 

I  6  HEATING  PLANT(OIL  BURNER, COPPER  TUBE  FITTINGS,  VALVES, ETC) 

I  7  APPLIANCES(  VACUUM  CLEANER,  IRON,  TOASTER,   FAN,  3  FLOOR 
LAMPS,   5    TABLE  LAMPS) 

I  8.  ELECTRIC    MANGLE 

I  9  ELECTRIC    WASHING    MACHINE 

20.  AUTOMOBILE 


(Faoa  p,  UIW    No.  1 


SERVICE    ENTRANCE    CABLE 


ARMORED    BUSHED  CABLE 


POSJ    CORD 


FLEXIBLE    CORD 


mmmk^mm.} 


ARMORED  THERMOSTAT  CONTROL  CABLE 


UaiBIT  A 
JAKOABT  I9I4O 


Serrlce  Xntrance  Cabl« 

ATBored  Bushed   Cable 

FOSJ  Cord 

Hrxlble  Cold 

Armored  Tbemostat  Control  Cable 

Bell  Cord 

Fixtures,   Outlets,    Switches 

Copper  Gutter  and  Downspout   ) 

Copper  Flashing  ) 

Brass  Pluablog  (Water  distribution 
including  Service  Line  and  Fittings) 

Furnishings   (fiange.    Curtain  Bods,    Hooks, 
Clock,    Fornlturo  Hardware) 

Befrlgerator 

Badls 

Copper  Screens 

Hardware    (Door  Fittings,    Veather  Stripping,    etc.) 

Beating  Plant    (Oil  Burner,    Copper  Tube 
Fittings,   Talves,    etc.) 

Appliances   (Tacuon  Cleaner,    Iron,    Toaster,    Fan, 
3  Floor  Las^s,    3   Table  Laaos) 

Electric  Mangle 

Electric  Vashlng  Machine 

Autoaoblle 

TOTAL 


Length 
Feet 

lo. 
Conductors 

75 

2 

1,250 

2 

50 

2 

100 

2 

100 

3 

100 

2 

u 

5 

Betall 
Price 

Copper 
Content 
Pounde 

*   10.35 

19 

U6.5O 

50 

-ts 

1 

.99 

1 

1.76 

1 

■^ 

1 

32.00 

16 

53.78 

210 

112.07 

2ll9 

99.  so 

11 

150.00 

28 

Uo.oo 

5 

26.25 

50 

1*6. 00 

U2 

3't6.00 

35 

90.00 

5 

65.00 

5 

8U7.OO 

UO 

Value  of  Copper  Content 

Base  Price  of 

12-1/2  Cents  per  Lb. 

»     2.3« 

6.25 

•13 

.13 

.13 

.13 
2.00 

26.25 

31.13 

1.3B 

3-50 
.63 
6.25 
5-25 
l..3« 

2.00 

.63 

.63 

■i.OO 

$  98.18 


PHUIT  A 
SaOUHT 

Cost  of  ATOrage  Hmue  SseluslTS  of  Lot 

(Per  F.   W.   Dodg*  Corp.)  $  5,llOO.CO 

I  ten  11,  ATeraga  Cost  -  Furnishings  99.80 

Iten  12.  Average  Cost  -  Befrigerator  (Ilectrlc)  I50.CO 

Item  13.  Average  Cost  -  Badlo  UO.CO 

Ites  17.  Average  Coat  -  Appliances  (dectrlc)  121.88 

Item  18.  Average  Cost  -  Nangle  (Slectrlc)  90.00 

Iten  19.  Average  Cost  -  fashing  Machine  65.OO 

Itea  20.  Average  Cost  -  Automobile  8U7.OO 

Total   Cost  of  House  Ilectrlcally  Xqulpped,    Including  Automobile  $  6,813.68 


Total  Copper  Velght 

Base  Copper  Price 

Total  Cost  of  Copper  »t  Base  Price 

Percent  of  Copper  Cost   (at  12-1/2)1  per  pound  Base  Price) 
To  Total   Cost  of  Souse,   Including  Automobile 


785  pounds 

12-1/2^  per  pound 

I  98.13 

l.UUl* 


A  variation  of  one  cent  in  the  copper  base  price  of  12-1/2^ 
affects  the  base  price  value  of  the  copper  content  by  $7.85. 
which  on  the  basis  of  the  above  Total  Cost  of  House  Iqulpped 
amounts  to 


0.1152* 


^^ 
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EXHIBIT     B 
JANUARY     1940 

TYPICAL  MODERT)  FARM  WITH  OUTBUILDINGS 


I.    BARE    COPPER    RURAL    DISTRIBUTION    LINE 
2     WEATHERPROOF    SECONDARY    CONDUCTOR 

3.  SERVICE    ENTRANCE   CABLE 

4.  NON-METALLIC   SHEATHED  CABLE  -ARMORED    BUSHED   CABLE 

5.  FLEXIBLE   CORD  (LAMPS,  PORTABLE    TOOLS,  ETC) 
6    FIXTURES,  OUTLETS,  SWITCHES 

7.  COPPER    GROUND    ROD 

8.  LIGHTNING    RODS    AND  CABLE 

9    COPPER    GUTTER    AND    DOWNSPOUT 
10    COPPER    FLASHING 
II.     PLUMBING 

12     FURNISHINGS  (RANGE,  CURTAIN   RODS,  HOOKS  ,  CLOCK, 
FURNITURE  HARDWARE,  ETC.) 

13.  REFRIGERATOR 

14.  RADIO 

15.  COPPER    SCREENS 

16.  HARDWARE  (DOOR  FITTINGS  ,  WEATHERSTRIPPING,  ETC  ) 

17     HEATING  PLANT(OIL  BURNER.  COPPER  TUBE  FITTINGS,   VALVES, ETC) 
IS     APPLIANCES  (VACUUM  CLEANER,  IRON,  TOASTER,  FLOOR   LAMPS, 
TABLE    LAMPSI 

19.  ELECTRIC   MOTOR   (UTILITY) 

20.  ELECTRIC    WASHING    MACHINE 

21.  AUTOMOBILE 

22.  WATER   SYSTEM,  (ELECTRIC   PUMP,  COPPER  TUBE    AND    FITTINGS) 

23.  MOTOR  TRUCK  I  l|  TON) 

24.  FARM    TRACTOR  (18  HP.! 


(VMMaM»    Mo.1 


BARE    PRIMARY    CONDUCTOR 


WEATHERPROOF    CONDUCTOR 


SERVICE    ENTRANCE    CABLE 


ARMORED    BUSHED    GABLE 


Bar«  Copper  fiural  Distribution  L] 
InclndlDg  Transfonoers  and  Serrlt 
pPF  Mile   Equal*  1*00#  Per   CuKtonei 


Weatherproof  Secondary  Conductor 

Service  Sotrance   Cable 

Hon-MctalUc   Sheathed   Cable   -  Armored  Bashed   Cable 

n«xlble  Cord    (Lanps,   Portable   Tools,    etc.) 

rixturesi    Outlets.    Switches 

Copper  Ground  Sod 

Ll^tolng  Rods   and   Cable 

Copper  Gutters  and  Leaders 

Copper  Flashing 


Tube 


trie  Range 


and   nttlngs,    Wxture  Parts 
Curtain  Bods,    Hooks.    Clocks. 


.    Electric  Refrigerator 

,   Radio 

,    Copper   Screens 

Hardware   (Door  rittlngs,    Weather  Stripping,    etc.) 

Heating  Plant    (Oil  Burner,    Copper   Tube,    Fittings,    Valves,    etc.) 

Appliances    (Vacuun  Cleaner,    Iron,    Toaster,    noor  and   Table  Lajnps) 

Electric   Motor    (Utility) 

Electric   Vasnlng  Machine 

Automobile 

Water  Systcn    Ulectrlc  Puiip,    Copper  Tube  and  Fittings) 

Motor  Truck   (1-1/2  Ton) 

FaXB  Tractor  (18  H.P.) 

TOTAL 


8.73 

50 

27.60 

50 

''3.25 

98 

1.98 

2 

35.50 

22 

2.15 

T 

39.10 

117 

lt5.50 

135 

12.50 

50 

lUs.eo 

94 

150.00 

2S 

30.00 

U 

17.50 

37 

iio.oo 

UO 

358.00 

lt2 

79.38 

10 

22.95 

7 

65.00 

5 

Sb7.00 

1)0 

170.50 

188 

B07.00 

UO 

850.00 

50 

Value  of  Copper  Conte 

Base  Price  of 

12-1/2  Cents  per  Lb. 


6.25 

6.25 

12.25 

.25 

2.75 

.88 

IU.63 

16.88 

6.25 
11.75 

1.63 


of  Modem  Six  Boon  Fam  House   Exclusive  of  land 

of  Bam   and   Silo   Sxcluslve   of  Land 
1   1.      Average  Cost   -  Bare  Copper  Rural  Distribution  Lin 
1  2.     Average  Cost  -  ■oatherproof  Secondary  Conductor 
1  ^.      Average   Coat   -  Flexible  Cord 
1  7-      Average   Cost  ->  Copper  Ground  Bod 
1  S.      Average   Cost   -  Lightning  Rods  and  Cable 
1  12.    Average   Cost   -  Furnishings 
B  13.    Average   Cost   -  Slectrlc  Refrigerator 
rt  lU.   Average   Cost   -  £adio 
a  18.   Average  Cost  -  Appliance* 
t  19.   Average  Cost  -  Ilectrlc  Motor 
D  20.    Average   Cost   -  Electric   Washing  Machine 
D  21.    Average  Cost  -  Automobile 
D  22.   Average   Cost   -  later  Systea 
D  23.    Average   Cost   -  Motor  TrucJc 
:  2U.   Average   Cost   -  Farm  Tractor 


Total   Copper  Weight 

Base   Cqpper  Price 

Total  Cost   of  Copper  flit  Baee  Frlc 


$  5.500.00 
2,000.00 
UOO.OO 
8-73 
l.OB 
2.15 
U5.50 

150.00 
30.00 

79-38 
22.05 
65.00 

81*7.00 

170.50 
807.00 

650.00 
$  9.IIQ.9Q 


1^5^  pounds 

l?-l/2^  per  pound 

t  1Q1.16 


Pe 


of  Copper  Cost  (At  12-1/2^  p*r  pound  Base  Price 
to  Total  Cost  of  F&m  Buildings,  Including  Autoooblle 
Truck  and  Tractor 


variation  of  one 
affects    the  base  p 
ch  on    the   basis 
Equipped  amounts  t 


copper  base   price   of   12-1/2^ 
f    the   copper  content   by  $15.29, 
e   Total  Cost   of  Fam  Bulldlpgs 
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EXHIBIT     C 
JANUARY    ISnO 


TYPICAL  METAL   FABRICATING    PLANT 


10  SERVICE  ENTRANCE  ,  POWER  "SND  LIGHTING  CONDUCTORS 

lb  RUBBER  AND  BRA 
POWER  AND  U 

It  FLEXIBLE  CORD 

£  COPPER  FLASHING 

6  LATHE 

7.  GRINDER 

8.  DRAWBENCH 
13.  EMERY  WHEEL 
14  SCREW  MACHINE 
IS.  PUNCH  PRESS 
20.  SHAPER 
2  1.  TUBE  POINTER 
24.  DRILL  PRESS 


POWER    caSLE 


BUILDING    WIRE 


FLEXIBLE    CORD 


(Facep.  lUOD)    No.  a 


SXHIBIT  C 
JAUUASK  I9U0 


POWER    CABLE 


BUILDING    WIRE 


FLEXIBLE    CORD 


1,  Mrlne.    Inelodlofi  Service  liatraaee 

(a)  Varnlshcl-Caurlc  Braid  Cwverel  CsDle 

(b)  ftibber  and  Srald  Covered  Wire 
(e)  Kabber  and  Braid  Coveted  Wire 

(d)  ftibber  and  Braid  Covered  \llre 

(e)  Siibber  asd  Braid  Covered  irire 

(f)  Flexible  Cord  (Lainps.   Portable  Tools,    etc.) 

2,  Copper  FlashlBg 

3,  fluffibtn^.  Copper  Tubes,  Fittings,  Valves  and  >'lxtur«  Farts 
U.  Conveetors, Copper  Tubes  and  nttlnfs  Ultbout  Heatln«  Flant 
;,  rixtures.  Outlets,    Svitcbes  and  Starter  Iqulpaent 

6.  3  -  9'  Lathes  -  1/2  H.?,    Ikoh 

7,  1  -  IS'  Double  Xnd  Urlndor  -  10  B.P. 
e.  1  -  lO.OOU  Found  Draw  Bench  -  10  H.F, 
g.   1  .  lacnanst  &ystea  -  3  H.F. 

10.  1  -  Cross  Cut  Wood  Saw  -  1  H.F, 

11.  1  -  Hip  Saw  -  7-1/2  H.F. 

12.  1  -  21*"  Band  Saw  -  ;  H.F. 

13.  3  -  fcel7  WUels  -  1  H.F.   lach 
Ik.   2  -  Screv  Machines  -  5  H.F.   Kaeh 

15.  U  -  10"  to  16"  Lathes  -  J  H.F.   tach 

16.  1  -  31"  Lathe  -  10  H.F, 

17.  3  -  Multl-Splndle  Drill  Presses  -  5  "•?•   *aoh 
le.    1  •  Punch  Press  -  3  H.F. 

19.  2  -  Profilers  -  1/8  B,F.  lach 

20.  1  -  Shaper  -  ;  H,F. 

21.  1  -  Tube  Pointer  -  10  H.P, 

22.  1  -  Hand  Miller  -  3  H.F. 

23.  1  -  1/2*  Ipi  HaoBine  -  3  H.F. 

2't.  3  -  11"  Drill  Presses  -  7-1/2  H.P,    lach 
25,   3  -  12"  Drill  Presses  -  7-1/2  H.P,   lach 


Len^h 

»o. 

feet 

Conductor.; 

600 

2,000 

2,600 

2,000 

2,lt00 

500 

2 

u 

5 

6 

Copper 

Value  of  Copper  Content 

Betall 

Contont 

Base  Price  of 

Price 

Pounds 
392 

12-1/2  Cents  per  Lb. 

$       88.20 

»  I19.OO 

76.9^ 

162 

20.25 

66.38 

130 

16.25 

31. 08 

6lt 

8.00 

27.29 

U8 

6.00 

U.95 

10 

1.25 

96.00 

uoo 

50.00 

150.50 

233 

29.13 

1,233.70 

1.795 

22U.38 

725.00 

215 

26,88 

3,679.50 

80 

10.00 

362.00 

112 

111. 00 

1,112.00 

112 

11,00" 

555.00 

55 

6.88 

135.00 

35 

U,38 

396.00 

1M6 

18.25 

U23.00 

123 

15.38 

1,215.00 

315 

39.38 

6,268.00 

268 

33.50 

12,880.00 

880 

110.00 

2.112.00 

112 

111. 00 

5.328.00 

828 

163.50 

130.00 

55 

6.88 

272.00 

72 

5.00 

3,131*. 00 

67 

8.38 

612.00 

112 

lU.OO 

555;00 

55 

6,88 

305.00 

55 

6.88 

8.061t,00 

l,31lt 

16I1.25 

8,5llt,0O 

l.llU 

16U.25 

aiHlBIT  C 

suMMiay 


Cost  of  50'   X  100'   T^lcal  Factory  Building 
Zxcluslve  of  Land 


Item  5.  Average  Cost  -  Plxtur 
and  Starter  Xqulpaent 


Outlet 


Switches 
Brier  aqulpaent 

I  teas  6  to  25,   iverage  Cost  -  Hajmf acturt  n«  Equlpoient 

Total    Cost  of  Pactorjr  Building  and  Manufacturing  li^p.ent 


Total  Copper  Weight 

Base  Copper  Price 

Total  Cost  of  Copper  at  Base  Price 

Percent  of  Copper  Cost    (»t  12-1/2^  per  pound  Base  Price) 
To  Total  Cost  of  Factory  Building  and 
Manufacturing  Squlpae&t 


A  variation  of  one  cent  In  the  capper  base  prtce  of  12-1/2^ 
affects  the  base  prlee'value  of  the  copper  content  by  $95.59 
which  on  the  basis  of  the  above  Total  Cost  of  raetory  Building 
and  Equipment  aaounts  to 


$  22.000.00 

725.00 

56. 051. SO 

»  78.776.50 


9,559  pounds 

1Z-1/Z4  per  pound 

*  1,19<<.88 


3 


EXHIBIT     D 
JANUARY    t940 

HIGH   VOLTAGE    TRANSMISSION   LINE 


3/e"  COPPER   COVCRED    STEEL 


POWER   CONDUCTOR,  300,000   CM    HD  COPPER 
GROUND   WIRE,   S/B'DIA    COPPER   CJVERED   STEEL 


CONCRETE    TOWER     FOOTir 


300.000  CM    HD   COPPER 


1.  Conductor  -  )00  MCM  BDC 

2.  Oround  Blr«  -  )/e"  Copp#i 
J.   tt«ullii«  CoDdncior  •nd  Or< 


j&injABi  19^ 

Copper  Content 

I    2.?» 

JO.BH 

»d   SWol 

5)5 

ax 
jj) 

l.febi 
117 

12.  D»n«*r  S 

13.  Ubor  Of 
lU.   Ul>or-S« 
15.   HsUlog 

IscavKtt 

tlDg  Too 

roollQg  MatvrlKlt 

TeTripor»r7    Co 

3Qp«rvl • 

TypU.l   ilgh   VaU»4*   102 

Total  Copp«r  Welc^t 
Bftao  Copp»r  Prlo» 
Tot»J  Co«t  of  Copper 


TTplaal  tJlgb  Toltacc 


31,378  pooadi 

■l/2rf  per  pound 

I  3.922-25 


lopper  cODtMl  by  $315-78 


^ 


c 
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EXHIBIT  F.    JANUARY  1940.    THE  TELEPHONE  INDUSTRY 

Total  Investment,  Plant  and  Equipment $5, 

Total  Copper  Content,  pounds 1, 

Total  Number  of  Telephones 

Total  Investment  per  Telephone 

Total  Copper  Content  per  Telephone,  pounds 

Total  Cost  of  Copper  (per  Telephone)  at- Base  Price 

Percent  of  Copper  Cost  (at  12>20  per  pound  Base  Price)  To 

Total  Investment  per  Telephone . 

A  variation  of  one  cent  in  the  copper  base  price  of  12>2ji  affects 
the  base  price  value  of  the  copper  content  by  $0.84  which  on 
the  basis  of  the  above  Total  Investment  per  Telephone 
amounts  to 


200,  000,  000 

750,  000,  000 

20,  800,  000 

$250.  00 

84 

$10.  50 

4.  200% 


0.  3360% 


EXHIBIT  G.    JANUARY  1940   [ESTIMATED  COPPER  CONTENT   OF  AVERAGE  AUTOMOBILE 

Retail  price  of  average  1939  automobile  (Four  Door  Sedan,  F.  O.  B. 

Factory,  Standard  Equipment) $847.  00 

Copper  Content: 

1.  Radiator  tank,  core  and  thermostat 21  lbs. 

2.  Generator,   starter,   distributor,   ignition   coil,   wiring, 

switches,  horn,  battery  ground lOJ^  lbs. 

3.  Hub  caps,  lamp  reflectors,  speedometer,  gauges,  instru- 

ment panel,  miscellaneous  trim 4)^  lbs. 

4.  Bearings,   bushings,   gaskets,    valve  and  pump  parts, 

hardware  and  miscellaneous 4  lbs. 

Total 40  lbs. 

Value  of  Copper  Content  (Base  Price  1254(4  per  pound) $5.  00 

Per  Cent  of  Copper  Cost  (at  12^(4  per  lb.  Base  Price) . 0.  59% 

A  variation  of  one  cent  in  the  base  price  of  copper  affects  the  base  price 
value  of  the  copper  content  by  $0.40  whitjh,  on  the  basis  of  the  price 
of  the  automobile,  is 0.  0472% 


EXHIBIT   H.   JANUARY 

1940,   ELECTRICAL 

HOUSEHOLD  APPLIANCES 

Retail 
Price 

Estimated 

Copper 

Content 

Lbs. 

Value  of 
Copper  Con- 
tent (Base 
Price  of  12H^ 
per  lb.) 

Per  Cent  of 
Copper  Cost 
(at  12>i0  Base 
Price)  to  Cost 
of  Article 

Per  Cent  Var- 
iation of  H 
Change  in 
Copper  Base 
Price 

Refrigerator 

$150.00 
40.00 
65.00 
54.25 

7.50 

3.50 
90.00 

3.00 
20.00 

3.00 

2S 
5 
5 
3 
I 
1 
6 
1 
3 
1 

$3.50 
.  62H 
.62H 
.37M 
.12>i 
.12M 
.62M 
.12M 
.37M 
.12>^ 

2.33 

1.56 

.96 

.09 

L67 

3.57 

.69 

4.17 

1.88 

4.17 

0. 1S7 

Radio ....  ..  . 

.125 

Washing  Machine... 

.077 

Vacuum  Cleaner 

.055 

Floor  Lamp 

.133 

Table  Lamp 

.286 

Mangle 

.055 

Iron 

.333 

Fan... 

.150 

Toaster 

.333 
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Chart  based  on  following  statistical  data  faces  this  page. 

Comparison  of  domestic  prices  and  foreign  prices  of  tCopper  Export  Association! 

1919-1924 

[Colnmn  1  =  Copper  Export  Association,  Inc.,  prices  GIF  Base  ports;  column  2=E.  &  M.  J.  Domestic 
prices  FOB  Refinery;  column  3= Excess  column  1  over  column  2] 


1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1  " 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

8 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

leiQ 

January 

February 

March 

April 

1 

18.376* 

14.662* 

16.326* 
16.350 
15.350 
1.5.  .'$50 
16.350 

2 

3 

18.437 
18.500 
18. 125 
18.000 
18.000 
17.750 

14.500 
14.760 
14.812 
14.812 
14.812 
14.812 

4_ 

* 

6  ^  — 

6   ».— 

7     .. 

15.312 
15.312 
16.312 
15.250 
15.225 

g 

9 

10 

17.625 
17.000 

14. 812 
14. 812 
14.760 
14.750 
14.760 
14.812 

11 

12 

13 

17.000 
16.760 
16.760 

15.225 
16.075 
15. 125 
15.125 
16.125 
15.125 
15. 176 

14     . 

16 

16  ^ 

. 

17   . 

16.750 
16.626 
16. 187 
15.760 
16.437 

14.812 
14.812 
14.812 
14. 812 
14.812 
14.876 

18     - 

19 

20 



21 

16. 176 
15. 165 
15. 175 
16. 175 
16.275 
16.276 

22 

23    ... 

24 

18.187 
16.160 
15.126 
15.126 
15.000 

15.050 

2S 

28 

15.050 
15.076 
15.100 
15.100 

27 

28     .. 

16.300 
18.276 
16.835 

29 

30 

31 

16.300 

May 

June 

July 

Auguit 

1 

15.350* 
15.350 
15.360 

19.380* 
19.380 
20.330 
20.330 
20.330 

"i9.'776" 
19.770 
19.970 
19.970 
20.960 
20.060 

19.050* 
19.100 
19.200 

0.330* 
0.280 
1.130 

22.600* 
22.600 

23.760* 
3Z760 

-0.160* 

3 

....... 

17.710* 
17.710 
17.710 
17. 710 

16.350* 
16.400 
16.600 
16.660 

1.360* 

1.310 

1.110 

1.060 

0.760 

0.610 

-0.180 

4 

22.600 
22.600 
22.600 
22.600 
22.600 
22.600 

22.780 
22.760 
22.390 
22.100 
21.670 
21.626 

-0.160 

fi 

15.350 
15.360 
16.850: 
15.376 
15.375 
15.375 

-0.160 

6 

17.710  i  16.950 

19."  730' 
19.850 
19.860 
19.980 
20.600 
20.760 

b'.'m 

-0.080 
0.120 

-0.010 
0.460 
0.210 

0.210 

7 

8. 

17.710 

17.100 

0.600 
0.930 

9 

10 

18.670 
18.760 
18.760 
18.760 
18.670 
18.670 

17.260 
17.350 
17.600 
17.600 
17.800 
17.600 

1.320 
1.400 
1.160 
1.150 
0.770 
1.070 

0.976 

11 

22.600 
22.600 
23.300 
23.360 
23.360 
23.360 

12 

16.425 
16.660 
16.760 
16.860 
16.100 
16.100 

21.750 
21.800 
22.000 
22.000 
22.375 

0.850 

13 

1.660 

14 

15 

21.?50 
21.250 
21.660 
22.241 
22.740 
22.740 

20.900 
21.600 
21.900 
22.120 
22.600 
23.120 

0.350 
-0.350 
-0.350 
0.121 
0,140 
-0.380 

1.360 
1.360 

16 

17 

17.300* 
17.300 

1.200* 
1.200 

18.570 
18.570 
18.980 
18.080 
i9.190 
19.190 

17.600 
17.600 
17.600 
17.825 
17.865 
17.875 

i:070 
0.970 
1.380 
1.165 
1.325 
1.316 

0.985 

18 

23.360 
23.360 
23.740 
23.740 
24.660 
24.650 

22.880 
23.000 
23.060 
23.376 
23.120 
22.120 

0.480 

19 

20 

17.300 
17.300 
17. 710 

17.  no 

17.710 
17.710 

16.350 
16.360 
16.  S.'iO 
16.350 
16.350 
16.'360 

0.960 
0.960 
1.360 
1.360 
1.360 
1.360 

0.360 
0.690 

21.-... 
22 

22.740 
22.740 
23.130 
23.330 
23.330 
23.330 

22.600 
23.380 
23.100 
23.100 
23:100 
23.100 

0.140 
-0.640 
0.030 
0.230 
0.230 
0.230> 

0.365 
1.530 

25..... 

''is.sso 

18.8S0 
13.880 
19.600 
19.600 
20.010 

18.100 
18.250 
18:250 
18.350 
18.500 
18.600 

0.780 
0.630 
0.630 
1.250 
1.100 
1.410 

Z630 

25 

24.060 
24.650 
34.650 
24.660 
34.650 
34.660 

22.380 
22.126 
22.126 
21.870 
22.000 
23.000 

3.270 

26..... 
27 

17.710 
17.710 
17.710 
11710 
17.710 
17.710 

16.350 
16.350 
18.350 
16.350 

1.360 
1.360 
1.360. 
1.360 

2.625 
2.525 

28 

29     . 

23.330 
23.880 
23.430 
28.430 

23.100 
23.100 
23.100 
22.970 

0.230 
0.280 
0.830 
0.480 

2.780 
2.660 

30 

20.010 

ia776 

1.235 

2.650 

31 

1- 
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Comparison  of  domestic  prices  and  foreign  pric^  of  Copper  Export  Association, 

1919-1924— Continued 
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For- 
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2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1919 

September 

October 

November 

December 

1    . 

24,3800 
24.380 
24.380 
24.390 

21. 1250 
21.376 
21.375 
21. 375 

3.2660 
3.005 
3.005 
3.015 

22.7850 

21.0620 

1.7230 

21.4300 
21.430 
19.600 
1«.600 
19.600 
19.600 

17.8760 
17.87 
17. 875 
17.500 
17.500 
17.876 

3.5550 

2 

24.650^ 
24.650 
24.650 
24.650 
24.380 

22. 125^ 
22.125 
22.125 
22. 126. 
22.125 

2.5250 

2.525 

2.525 

2.525 

2.266 

53.656 

3 

4     .. 

22.786 
22.785 
22.785 
22.786 
22.  785 
21.911 

21.000 

1.786 

1.726 
2.100 

5 

20.865 
20.876 
20.876 
20.876 

1.930 
1.910 
1.910 
1.036 

2.100 

6 

7 

24.390 
24.390 
24.390 
24.390 
24.390 
24.390 

21. 375 
21. 626 
21. 626 
21.760 
21.  760 
21.  750 

3.016 
2.765 
2.765 
2.640 
2.640 
2.640 

1.726 

8 

9.  ... 

24.380 
24.380 
24.380 
24.380 
24.380 
24.380 

22.125 

2.256 

19.830 
19.830 
19.830 
19. 830 
19.830 
19.830 

18.000 
18.250 
18.250 
18.376 
18.376 
18.376 

1.830 
1.580 

10    .. 

21. 911 
21. 836 
21.836 
21.836 
21.686 
21.686 

20.260 
20.376 
20.312 
20.126 
20.125 
20.000 

1.661 
1.460 
1.523 
1.710 
1.560 
1.685 

1.580 

11 

12 

22.125 
22.000 
22.000 

2.256 
2.380 
2.380 

1.465 
1.456 

13 

24.390 
24.390 
24.390 
23. 256 
23.256 
23.256 

1.456 

14. . 

21.750 
21.750 
21.760 
21.760 
21.760 

2.640 
2.640 
1.505 
1.505 
1.505 

15 

16.... 

24.380 
24.380 
24.380 
■24.300 
24.380 
24.380 

22.000 
22.000 
22.000 
22.000 
22.000 
21. 750 

2.380 
2.380 
2.380 
2.380 
2.380 
2.630 

19.380 
19. 83d 
19.830 
19.830 
19.830 
19.830 

18.375 
18.375 
18.376 
18. 375 
18. 375 
18.400 

1.456 
1.466 

17 

18 

19 

21.686 
21.685 
21.686 
21.686 
21. 686 
21.430 

19. 870 
19.376 
19.437 
19. 125 
1&760 
1&750 

1.816 
2.310 
2.248 
2.560 
2.936 
2.680 

1.456 
1.455 
1.456 

20 

21  . 

23.256 
23.090 
23.090 
23.090 
23.090 
23.090 

21.  750 
21. 760 
21.760 
21. 625 
21.600 
21. 375 

1.605 
1.340 
1.340 
1.466 
1.690 
1.715 

1.430 

22 

23 

24.380 
24.380 
24.380 
24.380 
24.380 
24.380 

21.  750 
21.250 
20.750 
/1. 125 
21.250 
21. 125 

2.630 
3.130 
2.630 
3.255 
3.130 
3.265 

19.830 
19. 830 
19.830 
19.830 
19.830 
19.830 

18.460 
18.500 
18.660 

i.3§^ 
1.330 

24 

25 

21.430 
21.430 
21.430 
21.430 
21.430 
21.430 

..l.'Ji. 

18.760 
18.600 
18. 375 

2.680 
2.930 
3.065 

1.280 

26 

18.650 
ia660 

1.280 

27 

23.090 
23.090 
22.785 
22.785 
22.785 

21. 375 
21. 312 
21. 312 
21. 187 
21.062 

1.715 
1.778 
1.473 
1.598 
1.723 

1.280 

28 

18. 125 
18.000 

3.305 
3.430 

29 

30..... 
31  .... 

24.380 
24.380 

21.000 
21. 125 

3.380 
3.265 

19.830 
19.830 
19.830 

18.726 
18.725 
18. 725 

1.105 
1.105 
1, 105 

1920 

January 

February 

March 

April 

1 

19.6800 

19. 330 

19.420 

19.420 

19.330 

19.330 

18.6600 

18.450 

18.400 

18.400 

18.400 

18.400 

1.0300 
0.880 
1.020 
1.020 
0.930 
0.930 

19.6800 
19.680 
19.880 

18.8000 
18.  825 
18.850 

0.7800 

2 

3 

4 

19.830^ 
20.670 

18.725^ 
18.725 

1.1050 
1.965 

20.8300 

20.420 

20.420 

20.420 

20.420 

19.750 

18. 7600 

18.750 

18.750 

18.660 

18.376 

18.376 

2.0800 
1.670 
1.670 
1.870 
2.045 
1.375 

0.756 
1.030 

6 

6 

7 

20.920 
20.960 
20.960 
20.960 
20.917 
20.917 

18.975 
18.975 
18.975 
19.050 
19.050 
19.050 

1.945 
1.985 
1.985 
1.910 
1.867 
1.867 

19.880 
19.880 
19.880 
19.880 
19.880 
19.880 

18.860 
18.860 
18.850 
18.760 
18. 660 
18.600 

1.030 
10.030 
1.030 

8 

19.330 
19.250 
19. 250 
19. 170 
18.920 
18.920 

18.400 
18.280 
18.200 
18.160 
18. 160 
18.160 

0.930 
0.970 
1.060 
1.020 
0.770 
0.770 

1.130 

9 

10 

11 

19.750 
19.750 
19.750 
19.760 
19.750 
19.750 

18.376 

18. 375 

18. 376 

1.376 
1.375 
1.-375 

1.230 
1.280 

12 

.  20. 917 
20.920 
20.920 
20.920 
20.920 
20.920 

19.050 
19.050 
19.050 
18. 975 
18.975 
18.978 

i.867 
1. 870 
1.870 
1.945 
1.946 
1.942 

19.880 
19.880 
19.880 
19.880 
19.880 
19.880 
19. 710 
19. 710 
19. 710 
19. 710 
19.  710 
19.  710 
19.650 

18.600 
18.760 
18.750 
18. 626 
18.626 
18. 626 

1.280 

13..... 
14 

18.375 
18. 376 

1.375 
1:376 

1.130 
1.130 

15 

18.920 
'8.920 
18.920 
18.920 
18.920 
19.130 

18.060 
18.000 
17.960 
17.950 
18.000 
18.100 

0.070 
0.920 
0.970 
0.970 
0.920 
'1.030 

1.266 

Ifi 

17 

18 

19.750 
19.750 
19.750 
19. 750 
19.750 
19.750 

18.376 
18.500 
18. 126 
18. 626 
18.687 
18.687 

1.376 
1.250 
1.626 
1.126 
1.063 
1.063 

1.256 
1.265 

19 

20 

21 

20.920 
20.920 
20.920 
20.920 
20.920 
20.920 

18.912 
18.912 
18.912 
18. 775 
18.900 
18.875 

2.008 
2.008 
2.008 
2.146 
2.020 
2.045 

18.500 
18.600 
18.600 
18.300 
18.450 
18.600 

1.20 
1.210 
1.210 

22      .. 

19. 130 
19.290 
19.290 
19.290 
19.380 
19.580 

18.200 
18.300 
18.426 
18.450 
18.660 
18.650 

0.930 
0.990 
0.865 
0.840 
0.830 
0.930 

1  410 

23 

19.580 
19.580 
19.580 
19.580 
19.580 
19.680 

1.260 

24 

25 

18.800 
18.800 
18.750 
18.660 
18.600 

6.780 
0.780 
0.830 
0.930 
0.980 

1.160 

26 

27 

28 

20.920 
20.920 
20.580 
20.580 
20.830 
20.830 

18.876 
18. 875 
18.875 
18.750 
18.75C 
18.  750 

2.045 
2.046 
1.706 
1.830 
2.080 
2.030 

19.600 
19.600 
19.600 
19.600 
19.636 

18.600 
18.750 
18.760 
18.7C1 
18.700 

1.100 
0.850 
0.860 

29 

19,680 
19.580 
19.680 

18.800 
18.800 
18.800 

0.780 
0.780 
0.780 

0  900 

30    ... 

0  935 

31 
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1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

I 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 

ce.ss 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1920 

May 

June 

Jnly 

August 

1.  .-. 

19, 6350 

18,750(5 

0.8850 

19.  3800 
19.380 
19.300 
19.  330 
19.  250 

18. 3500 
18.350 
18. 350 
18. 350 
18. 350 

1.0300 
1.039 
0.950 
0.980 
0.900 

19. 3300 
19.  250 
19.250 

18.2000 

18.350 

18.350 

1.1300 
0.900 
0.900 

2  .... 

19.5000 
19.500 
19.500 
19.  .500 
19.500 
19. 460 

18. 4250 
18.425 
18. 375 
18.425 
18.  425 
18.550 

1. 0760 

3 

4 

19. 875 
19.875 
20.120 
20. 120 
20.120 
20.120 

18.800 
18.800 
18.800 
18.  750 
18.650 
18.650 

1.075 
1.075 
1.320 
1.370 
1.470 
1.  470 

1.075 
1.125 

5 

19.250 
19.250 
19.250 
19.250 
19.290 
19.290 

1.075 

6 

18.500 
18.500 
18.600 
18.600 
18.600 

.  0750 
0.750 
0.650 
0.690 
0.690 

1.075 

7 

8    ... 

19. 330 
19.  330 
19.330 
19. 330 
19. 330 
19. 330 

18.250 
18.250 
18.250 
18.200 
18.150 
18.100 

1.080 
1.080 
1.080 
1.130 
1.180 
1.230 

0.910 

9.  ... 

19.-460 
19. 460 
19. 460 
19.460 
19.520 
19.420 

18.550 
18. 650 
18. 650 
18.  425 
18.  425 
18.425 

0.910 

10 

11 

20.120 
19.  610 
19. 570 
19. 570 
19. 570 
19. 570 

18.600 
18.600 
18. 650 
18.650 
18.600 
18.600 

1.520 
1.010 
0.920 
0.920 
0.970 
0.970 

0.910 
0.910 

12 

13  .... 

19. 370 
19. 370 
19. 390 
19. 450 
19. 450 
19.450 

18.  650 
18.  650 
18.650 
18.650 
18. 625 
18.600 

0.720 
0.720 
0.740 
0.800 
0.825 
0.850 

1.035 
1.096 

14 

15 

19. 330 
19. 330 
19.330 
19.330 
19.  330 
19.330 

18..100 
18.000 
18.000 
17.850 
17.800 
17.750 

1.230 
1.330 
1.330 
1.480 
1.530 
1.680 

0.996 

16  .... 

19.420 
19. 420 
19.420 
19.  420 
19.420 
19.380 

18.400 
18.350 
18. 3.50 
18.300 
18.250 
18. 175 

1.020 

17 

18... 

19. 65« 
19.530 
19. 530 
19.530 
19. 410 
19. 410 

18.500 
18.400 
18.400 
18.300 
18. 250 
18.250 

1.150 
1.130 
1.130 
1.230 
1.160 
1.160 

1.070 
1.070 

19 

20 

19.460 
19.460 
19.460 
19.490 
19.490 
19,600 

18.600 
18.600 
18.600 

18. 675 

18. 676 
18. 675 

0.860 
0.860 
0.860 
0.815 
0.815 
0.825 

1.120 
1.170 

21 

22 

10.300 
19. 330 
19.330 
19.330 
19.330 

17.750 
17.850 
17.850 
17.850 
17.850 

1.680 
1.480 
1.480 
1.480 
1.480 

1.205 

23 

19.380 
19.  450 
19.450 
19. 450 
19. 450 
19.450 

18. 175 
18. 175 
18. 175 
18.200 
18.200 
18.200 

1.205 

24 

25 

19. 410 
19.420 
19.420 
19.420 
19.420 
19.420 

18.150 
18. 150 
18.150 
18.150 
18.250 
18.260 

1.260 
1.270 
1.270 
1.270 
1.170 
1.170 

1.275 
1.275 

26 

19.500 
19.600 
19.  500 
lfl.500 
19.600 
19.500 

18.675 
18. 675 
18. 675 
18.500 
18.500 
18.500 

0.825 
0.825 
0.825 
1.000 
1.000 
1.000 

1.250 

27 

28 

29 

19.330 
19.  330 
19.  330 
19.330 

17.900 
IS.  000 
18.100 
18.100 

1.430 
1.330 
1.230 
1.230 

1.250 
1.250 

30 

19. 450 
19.  470 

18.200 
18.200 

1.260 

SI 

1.270 

September 

October 

November 

December 

1 

2 

3 

,13. 47uF 
W.  470 
19.  470 
19. 470 

18.  2000 
18. 175 
18. 175 
18. 175 

1 
1.  2700 
1.295 
1.295 
1.295 

18.9200 
18. 750 
18.;^ 
18.790 
18.  330 
18. 630 
18.540 
18.540 
IS.  540 

17.7250 
17.585 

1. 1950 
1.165 

16. 6050 

16.790 

16  790 

18.S30 

16.580 

15.400 

14.8000 

■ 14' 725' 
14. 675 
14.600 
14.600 

1. 80.50 

"2.m 

1.825 
1.980 
0.800 

14. 7500 
14.5S0 
14.580 
14.580 

13. 2500 
13.  375 
13.425 
13.  500 

1.6000 
1.206 
1.155 

4..... 

6    . 

17.500 
17. 375 
17. 375 
17. 100 
17. 100 
16. 850 

1.290 
0.965 
1.265 
1.440 
1.440 
1.690 

1.080 

6 

7 

19. 470 
19. 470 
19. 330 
19.280 
19.280 
19.280 

18. 175 
18. 175 
18.250 
18.250 
18. 2.50 
18.  a-^) 

1  295 
1.  295 
1.080 
1.030 
1.030 
1.030 

14.580 
14. 170 
14. 170 
14.170 
14. 170 
14. 170 

13.625 
13.  750 
13.  7,50 
1.3.625 
13. 625 
13.625 

0.955 
0.420 

8 

9 

10 

15.520 
15.440 
15.440 
15.440 
15.  440 
15.440 

iieoo 

14.600 
14.600 
14. 550 
14. 50O' 
14.500 

0.920 
0.840 
0.840 
0.R90 
0.940 
00.940 

0.420 
0.545 
0.645 

11 

12 

18.540 
18.540 
18.540 
18.  210 
18. 210 
18. 210 

16. 750 

1.790 

0.545 

13 

14 

19.280 
19.280 
19.280 
19.280 
19.280 
19.160 

18.250 
18.250 
18.250 
18.225 
18.150 
18. 150 

1.030 
1.030 
1.030 
1.055 
1.130 
1.010 

16.500 
16.000 
15.600 
15.350 

2.040 
2.210 
2.610 
2.860 

H.  170 
14. 170 
14. 170 
14. 170 
14. 170 
14. 170 

13.626 
13.625 
13.260 
13.260 
13. 2.50 
13.250 

0.545 
0.545 

16 

16 

17 

15.440 
15.400 
15.400 
15.400 
15.400 
15.400 

14.450 
14.425 
14.425 
14.350 
14. 2,50 
14.126 

0.990 
0.875 
0.975 
1.050 
1.150 
1.275 

0.920 
0.920 
0.920 

18 

19 

18. 210 
18.  2)0 
17.960 
17. 670 
17.420 
17.420 
17.000 
17.000 
16.800 
16.830 
16. 830 
16. 575 
16. 605 

15.100 
15.100 
15.100 
15.100 
15. 100 
14.975 

3.110 
3.110 
2.860 
2.570 
2.  .320 
2.445 

0.920 

20 

21 

19.160 
19.160 
19.160 
19.160 
19.160 
19.160 

18.150 
18. 150 
18.150 
18.150 
18.025 
17.975 

1.010 
1.010 
1.010 
1.010 
1.135 
1.185 

14. 170 
14. 170 
14. 170 
14. 170 
13.950 

13.100 
13.100 
13.000 
12. 875 
12. 750 

1.070 
1.070 

22 

23 

24 

15.400 
14. 960 
14.960 
15.000 
15. 000 
15.000 

13.975 
13.850 
13.726 

1. 425 
1.110 
1.2.35 

1.170 
1.295 
1.200 

25 

14.850 
14.  850 
14.850 
14.850 
14.8.50 
14.850 

2.150 
1.980 
1.980 
1.980 
1.725 
1.755 

26  .... 

13.625 
13.500 

1.375 
1.500 

27 

28 

19. 160 
19. 160 
19.080 
19.080 

17.950 
18. 025 
17. 875 
17. '875 

1.210 
1.135 
1.205 
1.205 

13. 950 
14.000 
14.000 
13.520 
13.520 

12.750 
12. 625 
12. 625 
12. 375 
12.125 

1.200 
1.375 

29 

30 

31 

14. 750 
14. 750 

13. 375 
13.250 

1.375 
1.500 

1. 376 
1.145 
1.396 
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1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 

cess 
for- 
eign 

1921 

January 

February 

March 

April 

1 

13.  490(i 
13.  470 
13.  470 
13. 470 
13.  380 

12.5000 

12.500 

12.500 

12.625 

12.625 

0.9900 

0.970 

0.070 

0.845 

0.755 

13. 1500 

13.150 

13.060 

12.980 

12.980 

12. 1250 
12.125 
12.100 
12  100 
12  100 

1.0250 
1.025 
0.960 
0880 
0.880 

12.  8300 
12.920 

12.5000 
12.500 

0.  3300 

2 

0.420 

3 

13.  250^ 
13.250 
13.  250 
13.  456 
13.  .S80 
13. 380 

12.  250(5 
12.  375 
12.500 
12.  625 
12.  625 
12.625 

l.OOOji 
0.875 
0. 750 
0.831 
0.765 
0. 755 

4 

5 

6 

12. 960 
12.960 
12.960 
12.960 
12. 960 
12.960 

12.600 
12.500 
12.  500 
12.  500 
12.500 
12.500 

0.460 
0.460 
0.460 

7 

8 

9     - 

13.  330 
13. 330 
13. 330 
13.  330 
13.  330 
13.330 
13. 460 
13.460 
13.  305 
13.  395 
13.  395 
13.  395 
13.395 

12.  750 
12.7.50 
12.  750 
12.750 
12.  750 

0.580 
0.580 
0.580 
0.580 
•0. 580 

13.000 
13.000 
13;  000 
13.000 
12.920 
12.920 

12.<X)0 
11.925 
11.875 
11.  750 
11.750 
11. 750 

1.000 
1.075 
1.125 
1.250 
1.170 
1.170 

0.460 
0.460 
0.460 

10 

13. 380 
13.500 
13.500 
13. 540 
13.540 
13. 453 

12.  625 
12. '50 
12.  7.50 
12.  750 
12.750 
12.750 

0.755 
0.750 
0.750 
0.790 
0.790 
0. 703 

11 

12 

12.960 
12.960 
12.960 
13. 010 
13.010 
13. 010 

12. 500 
12.  500 
12.500 
12.  500 
12.  375 
12. 375 

0.460 
0  460 

13 

12.  750 
12. 750 
12.  750 

0.710 
0.710 
0.645 

0.460 

14 

15 

16 

12.920 
12.920 
12.920 
12.920 
12. 920 
12.  920 

11.750 
11.750 
11.750 
11.  7,50 
11.  750 
11. 750 

1.170 
1.170 
1.170 
1.170 
1.170 
1.170 

0.510 
0.636 
0  635 

17 

13. 453 
13.  453 
13.  453 
13.  453 
13.  453 
13. 533 

12.750 
12.  750 
12.  750 
12.650 
12. 550 
12. 550 

0.  703 
0.703 
0.703 
0.803 
0.903 
0.903 

12.  650 
12.  650 
12.  550 

0.745 
0.745 
0.845 

18 

19 

20 

13. 010 
13.  010 
13.  010 
13.010 
13. 010 
13.050 

12.  376 
12. 375 
12.  375 
12.  375 
12.  375 
12. 375 

0.636 
0.635 
0  635 

21 

22 

13.  170 
13. 170 
13. 150 
13. 150 
13.150 
13. 150 

12.500 

0.670 

12.920 
12.830 
12.  830 
12.830 
12.763 
12.763 

11.872 
11. 872 
11.872 
12.000 
12.000 
12.125 

1.048 
0.958 
0.958 
0.830 
0.  763 
0.638 

0.635 
0  676 

23    . 

12.  250 
12.  250 
12.  250 
12.  250 

0.900 
0.900 
0.900 
0.900 

24 

13.  4.53 
13.  453 
13.  453 
13.  470 
13.620 
13. 315 

12.600 
12.500 
12.500 
12.500 
12.500 
12.500 

0.953 
0.953 
0.853 
0.970 
0.760 
0.815 

25 

26 

27 

13.050 
13.050 
13.050 
13.050 
13. 050 
13.050 

12.425 
11.425 
12.425 
12.  375 
12. 375 
12. 375 

0.625 

0.625 
0.625 

28 

29 

13. 150 

12.125 

1.025 

12.920 
12.920 
12. 830 
12. 830 

12. 125 
12. 373 
12.500 
12.500 

0.795 
0.545 
0.330 
0.330 

0.676 
0  675 

30 

0.676 

31 

13.  445 

12.500 

0.945 

May 

June 

July 

August 

1 

14.015J; 
13. 960 
13.960 
13. 960 

13. 0650 
13. 065 
13.065 
13.000 

0.9500 
0.895 
0.895 
0.960 

13. 1400 
13.140 

12.  4370 
12.  437 

0. 7030 
0.703 

12. 6200 
12. 530 
12.460 
12. 460 
12.380 
12. 330 

11.7500 

11.750 

11.750 

11.625 

11.625 

11. 690 

0. 8700 

0.780 

0.710 

2 

3 

13.0500 
13. 050 
13.020 
13.020 
12. 970 
12.983 

12. 375(S 
12.375 
12.  375 
12.  375 
12.  425 
12.425 

0. 675(4 

0. 675 

0.645 

0.645 

0.545 

0.558 

4 

13.140 
13.140 
13.120 
13. 120 
13. 120 
13.040 

0.835 

5 

12.  437 
12.  437 
12. 437 
12. 437 
12. 437 

0.703 
0.683 
0.683 
0.683 
0.603 

0  655 

6 

7 

13. 960 
13.960 
13.960 
13.830 
1.3. 840 
13.840 

12.950 

12. 875 

12. 876 
12.750 
12. 7.50 
12.  750 

1.010 
1.085 
1.085 
1.080 
1.090 
1.090 

0.640 

8 

12. 330 
12. 330 
12.420 
12.420 
12.380 
12.380 

11.090 
11.760 
11.760 
11. 750 
11.750 
11.  750 

0.640 
0.580 
0  670 

9 

10 

12. 970 
13.  210 
13.  210 
13.  210 
13.290 
13.290 

12.  .500 
12.500 
12. 625 
12.625 
12.  625 
12.750 

0.470 
0.710 
0.585 
0.585 
0.665 
0.640 

11 

12 

13.040 
13.040 
13.040 
13.040 
13. 040 
13.040 

12.437 
12.437 
12. 437 
12.  375 
12. 375 
12.250 

0.603 
0.603 
0.603 
0.666 
0.665 
0.790 

0.670 
0.630 
0.630 

13 

14 

13. 830 
13. 690 
13.690 
13.  C80 
13. 680 
13.680 

12. 675"^ 
12.676 
12.675 
12. 675 
12.675 
12.625 

1.165 
1.015 
1.015 
1.005 
1.005 
1.055 

15 

12.380 
12.460 
12.320 
12.290 
12.  210 
12. 170 

11.700 
11.675 
11.626 
11.628 
11.625 
11.625 

0.680 
0.785 
0.695 

16 

17 

13.380 
13.380 
13.585 
13.  710 
13.  710 
13.790 

12.  750 
12.  750 
12.  750 
12. 875 
12. 875 
13.000 

0.630 
0.630 
0.835 
0.835 
0.835 
0.790 

18 

19 

13. 040 
13.000 
13.000 
13.000 
12.920 
12.650 

12.250 

12.125 

12. 125' 

12.000 

12.000 

11.876 

0.790 
0.876 
0.875 
1.000 
0.920 
0.775 

0.666 
0.585 
0.645 

20 

21 

13. 680 
13. 680 
13. 590 
13.590 
13.300 
13.300 

12.500 
12.500 
12.500 
12.500 
12.  500 
12.600 

1.180 
1.180 
1.090 
1.090 
0.800 
0.800 

22 

12. 170 
12. 170 
12. 170 
12. 170 
12. 170 
12. 170 

11. 437 
11.  437 
11. 437 
11.  437 
11.600 
11.680 

0.733 
0.733 
0  733 

23 

24 

13. 835 
13. 960 
13. 960 
14. 015 
14. 015 
14. 015 

13.000 
13.125 
13.125 
13. 125 
13.065 
13.065 

0.  835 
0.835 
0.  835 
0.8S0 
0.950 
0.950 

25 

28 

12.650 
12.620 
12.620 
12.620 
12.620 
12.620 

11.760 
11. 750 
11.750 
11.750 
11. 750 
11  750 

0.900 
0.870 
0.870 
0.870 
0.870 
n  fi7n 

0.733 
0  670 

27 

28 

13.300 
13.300 
13.300 
13. 140 

12.500 
12.500 

0.800 
0.800 

0.690 

29 

12  170 

11   Knn 

0.670 
0.645 
0.560 

30 

14. 015 
14.015 

12.500 

0.640 

12.170     11.626 
12  310     11  7«l 

31 

13.065 

0.950 

I 
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1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1921 

September 

October 

November 

December 

1 

2 

12.420^ 
12.420 
12.640 

11.760^ 
11.750 
11.760 

0.670^ 
0.670 
0.790 

12.790* 

12.260* 

0.650* 

13.460*. 
13.460 
13.390 
13.380 
13  380 

12.750* 
12.750 
12.750 
12.750 
12.750 

0.710* 
0.710 
0.640 
0.630 
0.630 

13.900* 
14.100 
14.100 

13.437* 
13.437 
13.437 

0.4631 
0.663 

3 

4..... 

12.830 
12.830 
12.920 
12.920 
13.040 
13.280 

12.312 
12.437 
12.626 
12.750 
12.760 
12.760 

0.818 
0.393 
0.295 
0.170 
0.290 
0.600 

0.663 

5 

12.640 
12.650 
12.693 
12.693 
12.630 
12.630 

14,100 
14.100 
14.100 
14.100 
14.100 
13.980 

13.600 
13.500 
13.600 
13.600 
1.3.600 
13.600 

0.600 

6*.... 

11.812 
11.812 
11.876 
11.876 
11. 876 

0.838 
0.881 
0.818 
0.765 
0.766 

0.600 

7 

8 

13.330 
13. 380 
13.440 
13.440 
13.440 
13.460 
13.460 
13.500 
13.500 
13.500 
13.600 
13. 670 
13.750 

12. 875 

0.456 

0.600 
0.600 

0 

12. 876 
12. 937 

0.866 
0.503 

0.600 

10 

11..— 

13.260 
13.396 
13. 396 
13.388 
13.460 
13.460 

12.760 
12.760 

0.600 
0.640 

0.480 

12 

12.630 
12.630 
12.630 
1Z630 
12.630 
12.630 

11. 875 
11.875 
11.875 
11.876 
11.876 
11.876 

0.755 
0.765 
0.755 
0.766 
0.786 
0.755 

13.980 
13. 980 
13. 925 
13.980 
14.037 
14.280 

13.600 
13.600 
13.600 
13.662 
13.628 
13.626 

0.480 

13 

14 

15i.... 
16 

12.750 
12.750 
12.750 

0.638 
0.710 
0.710 

12. 937 
13.000 
13.000 
13.000 
13.000 
13.062 
13.062 

0.523 
0.500 
0.600 
0.500 
0.500 
0  608 
0.688 

0.480 
0.426 
0.418 
0.412 

17 

18 

13.460 
13.460 
13.460 
13.460 
13.460 
13.460 

12.750 
12.750 
12.760 
12.750 
12.687 
12.687 

0.710 
0.710 
0.710 
0.710 
0.773 
0.773 

0.626 

19 

20 

12.630 
12.630 
12.630 
12.760 
12.760 
12.760 

11.937 
11.937 
11.937 
12.062 
12.062 
12.062 

0.693 
0.603 
0.693 
0.688 
0.688 
0.688 

14. 130 
14. 170 
14.170 
14. 170 
14. 170 
14. 170 

i3.626 
13.625 
13.626 
13.626 
13.626 
13.626 

0.605 
0.646 

21 

22 

23 

13.790 
13.760 
13.760 
13.760 
13.760 
13.750 

13. 125 
13. 187 
13.250 

"i3.'3i2" 
13.312 

0.667 
0.663 
0.600 

'6.138" 
0.438 

0.546 
0.646 
0.545 

24 

25 

13.460 
13.460 
13.460 
13.460 
13.460 
13.460 

12.687 
12.687 
12.687 
12.687 
12.687 
12.687 

0.773 
0.7ra 
0.773 
0.773 
0.773 
0.773 

0.646 

26.-.,. 

12.760 
12.790 
12:790 
12.790 
12.790 

12.126 
12.126 
12. 187 
12.250 
12.250 

0.626 
0.665 
0.603 
a640 
0.640 

27..... 

14. 170 
14.170 
14. 170 
14.170 
14.170 

13.626 
13.626 
13.626 
13.628 
13.562 

0.646 

28 

29 

30 

13.750 
13.750 
13.750 

13.  375 
13. 376 
13. 376 

0.375 
0.376 
0.376 

0.646 
0.645 
0.646 

31 

13.460 

12.687 

0.773 

0.608 

1922 

January 

February 

March 

April 

1.-... 

14.210* 
14. 210 
14.210 
14.210 

13.250* 
13.250 
13.200 
13.200 

0.960* 
0.960 
1.010 
1.010 

12.976* 
13.030 
13.030 
13.160 

12.600* 
12.500 
12.500 
12.500 

0.475* 
0.530 
0.530 
0.650 

12.870* 

12.376* 

0.495* 

2..... 

8..... 
4....- 

6 

14.170tf 
14.170 
14.210 
14.210 
14.210 

13.600^ 

13.500 

13.600 

13.500 

13.500 

0.670* 

0.670 

0.710 

0.710 

0.710 

12.780 
12.830 
13.030 
13.030 
13.130 
13.130 

12.376 
12.312 
12.312 
12.450 
12.687 
12.626 

0.406 
0.518 
0.718 

6..... 
7 

8:.... 

14.210 
13.920 
13.920 
13.790 
13.600 
13.600 

13.125 
13.126 
13.000 
13.000 
12.876 
12. 876 

1.085 
0.795 
0.920 
0.790 
0.626 
0.626 

13.160 
13.087 
13.087 
13.083 
13. 125 
13.203 

12.562 
12.625 
12. 650 
12.650 
12.625 
12.626 

0.588 
0.462 
0.437 
0.433 
0.500 
0.578 

0.680 
0^443 
0  605 

9 

14.330 
14.330 
14.330 
14.330 
14.290 
14.210 

13.500 
13.500 
13.600 
13.600 
13.600 
13.600 

0.830 
0.830 
0.830 
0.830 
0.790 
0.710 

10 

11 

12..... 

13. 130 
13. 115 
fl3.030 

12.625 
12.625 
12.625 
12. 62,5 
12.625 
12.626 

0.605 
0.490 
0.405 

13 

14 

16 

.13.400 
13.400 
13.400 
13.400 
13.400 
13.300 

"i2.'937" 
12.937 
12. 812 
12.760 
12.750 

6.'463" 
0.463 
0.588 
0.650 
0.650 

13.203 
13. 210 
13.206 
13.205 
13. 170 
13. 170 

12. 625 
12.625 
12. 625 
12. 625 
12.625 
12.625 

0.578 
0.586 
0.580 
0.580 
0.546 
0.545 

13.020 
13.030 
13.060 

0. 395 
0.405 
0  435 

16 

14.210 
14.210 
14.210 
14.210 
14.210 
14.210 

13.500 
13.500 
13.600 
13.500 
13.600 
13.500 

0.710 
0.710 
0.710 
0.710 
0.710 
0.710 

17 

18 

19.    .. 

13.060 
13.060 
13.060 
13.050 
13.025 
13.200 

12.625 
12.625 
12.626 
12.625 
12.625 
12.625 

0.436 
0.435 
0.435 

20 

21..... 
22 

13.280 
13.260 
13.250 
13.180 
13.100 
12.880 

12.687 
12.625 

0.693 
0.626 

13. 170 
13. 170 
13. 170 
13. 170 
13. 170 
12.930 

12. 625 
12. 625 
12.628 
12.862 
12.662 
12.662 

0.545 
0.545 
0.545 
0.608 
0.608 
0.368 

0.425 
0.400 
0  675 

23..„. 

14.210 
14.210 
14.210 
14.210 
14,210 
14.210 

13.500 
13.437 
13.437 
13. 375 
13. 375 
13.  376 

0.710 
.0.773 
0.773 
0.835 
0.836 
0.836 

12.625 
12.562 
12.600 

0.566 
0.538 
0.380 

24 

26 

26,-.-. 

13.200 
13. 110 
13.100 
13.100 
13.100 
13. 186 

12.625 
12.625 
12.626 
12.625 
12.625 
12.687 

0.676 
0.486 
0.475 

27 

28..... 
29..... 

12.920 
12.960 

12.425 
12.600 

0.  495 
0.460 

12.930 
12.920 
12.900 
12.900 
12.870 

12.600 
12.600 
12.460 
12. 437 
12. 375 

0.430 
0.420 
0.450 
0.463 
0.496 

0.475 
0.476 
0  498 

30 

14.210 
14.210 

a.  312 
13. 312 

0.898 
0.898 

31..... 
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1 

For- 
eign 
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Do- 
mestic 
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Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1922 

May 

June 

July 

August 

1 

2 

13. 186^ 
13. 185 
13.230 
13.230 
13.330 
13.355 

12. 687^ 
12.750 
12.750 
12.750 
12.750 
12.760 

0.498(5 

0.435 

0.480 

0.480 

0.680 

0.586 

14.080* 

14.080 

14.120 

13.626* 
13.687 
13.687 

0.456* 

0.393 

0.433 

14.070* 

13.612* 

0.458* 

14. 110* 
14. 105 
14.160 
14. 170 
14. 170 

13.700* 
13.687 
13.750 
13.750 
13. 737 

0.410* 
0.418 

3 

4 

14. 070 
14. 070 
14.000 
14.000 
14.060 
14.075 

13.  625 

0.445 

0.400 
0.420 

5 

6 

14.120 
14.200 
14. 130 
14. 176 
14. 176 
14. 140 

13. 687 
13.687 
13.687 
13.687 
13. 626 
13. 626 

0.433 
0.553 
0.443 
0.488 
0.650 
0.615 

13. 626 
13. 625 
13.626 
13.687 

0.375 
0.375 
0.436 
0.388 

0.433 

7 

14. 170 
14. 170 
14.100 
14.095 
14.095 
14. 110 

13. 737 
13.  737 
13. 737 
13.760 
13.750 
13.750 

0.433 

8 

g 

13.355 
13.365 
13. 356 
13. 370 
13.380 
13.460 

12.750 
12.750 
12.750 
12.812 
12.876 
12.937 

0.606 
0.605 
0.605 
0.558 
0.505 
0.613 

0.433 
0.363 

10 

11 

14.090 

14. 145 

14. 146 
14. 180 
14.040 
14.080 

13.687 
13.687 
13.687 
13.687 
13. 687 
13. 625 

0.403 
0.458 
0.458 
0.493 
0.353 
0.456 

0.346 
0.345 

12 

13 

14.140 
14.140 
14.140 
14.140 
14.140 
14.060 

13.562 
13. 562 
13.562 
13.600 
13.500 
13.500 

0.578 
0.578 
0.578 
0.640 
0.640 
0.660 

0.360 

14 

14.150 
14.150 
14.150 
14.150 
14. 140 
14.140 

13.750 
13.750 
13.750 
13.760 
13.760 
13.760 

0.400 

IS 

16 

13.490 
13.480 
13.590 
13.530 
13. 616 
13.650 
13.686 
13.730 
13.730 
13.790 
13.790 
13.830 
13.830 

13.000 
13.000 
13.000 
13. 187 
13.260 
13.376 

0.490 
0.480 
0.690 
0.343 
0.365 
0.276 

0.400 
0.400 

17 

18  . 

14.080 
14. 080 
14. 080 
14.090 
14.100 
14. 080 

13.  625 
13. 625 
13. 625 
13.  625 
13.625 
13.625 

0.456 
0.456 
0.455 
0.465 
0.475 
0.456 

0.400 
0.390 

19 

20 

14.000 
14.000 
14. 030 
13.990 
14.000 
14.000 

13.600 
13.600 
13.  437 
13. 475 
13.500 
13.550 

0.500 
0.500 
0.593 
0.515 
0.500 
0.460 

0.390 

21  . 

14. 140 
14. 130 
14. 130 
14. 130 
14.100 
14.100 

13. 725 
13.776 
13. 725 
13.687 
13.687 
13.687 

0.416 

22 

23 

13.600 
13.600 
13. 625 

13. 625 

13. 626 
13. 625 

0.230 
0.230 
0.165 
0.165 
0.205 
0.205 

0.405 
0.405 

24 

26 

14.090 
14. 150 
14. 150 
14.090 
14.080 
14.080 

13.625 
13.687 
13.687 
13.687 
13.687 
13.687 

0.465 
0.463 
0.463 
0.403 
0.393 
0.393 

0.443 
0.413 

26 

27 

14.000 
14.000 
14.000 
14.000 
14.070 

13.550 
13.  562 
13.  562 
13.562 
13. 562 

0.450 
0.438 
0.438 
0.438 
0.508 

0.413 

28 

14.090 
14.070 
14.070 
14. 070 

13. 625 
13.625 
13. 625 
13,737 

0  466 

29 

30 

14.090 
14.090 
14.090 

13. 625 

0.465 

0.446 
0  446 

31 

13.625 

0.466 

14.110 

13.687 

0.423 

0  333 

September 

October 

November 

December 

1 

14.070< 
14.076 

13. 737* 
13.750 

0.333* 
0.326 

14.020* 
14.020 
14.020 
14.095 

13.  662* 
13.500 
13.500 
13.500 

0.468* 
0.620 
0.520 
0.596 

14. 110* 
14.100 

13.626* 
13.660 

0.485* 
0.476 

2 

3 

14.080* 

14.080 

14.080 

14.080 

14.080 

14. 076 

13.750* 
13.760 
13.760 
13. 726 
13.726 
13. 725 

0.330* 

0.330 

0.330 

0.355 

0.355 

0.350 

4 

5 

14.076 
14.070 
14.070 
14.090 
14.080 
14.070 

"i3."756^ 
13.750 
13.750 
13.760 
13.760 

"0."326' 
0.320 
0.340 
0.330 
0.320 

14.090 
14.090 
14.090 
14. 115 
14. 110 
14. 110 

13.650 
13.660 
13.650 
13.687 
13.687 
13.687 

0.440 
0.440 

6 

7 

14.020 
14. 015 
14.020 
14.070 
14.060 
14.060 

13.560 

0.470 

0.440 
0.428 

8 

13.550 
13.650 
13.650 
13. 626 

0.470 
0.620 
0.510 
0.435 

0  423 

9 

10 

14.075 
14.070 
14. 070 
14. 070 
14.070 
14.070 

13. 725 
13. 725 
13.725 

0.350 
0.345 
0.346 

0.423 

11 

12 

14.080 
14. 070 
14.080 
14.090 
14.080 
14.080 
■  14. 100 
14.100 
14.100 
14.120 
14.120 
14.100 
14.100 

13.750 
13.750 
13.750 
13.750 
13.750 
13.750 

0.330 
0.320 
0.330 
0.340 
0.330 
0.330 

14.160 
14.160 
14.180 
14. 250 
14. 325 
14. 325 

13.700 
13.700 
13.812 
14.000 
14. 065 
14.260 

0.460 
0.460 

13 

14 

15 

13.687 
13. 625 

0.383 
0.446 

14. 116 
14. 116 

14. 115 

14. 116 
14. 110 
14. 110 

13.626 
13.626 
13. 626 
13.626 
13.650 
13.650 

0.490 
0.490 
0.490 
0.490 
0.460 
0.460 

0.368 
0.260 
0  260 

16 

17 

14.070 
14.070 
14.030 
14.060 
14.060 
14.060 

13.  562 
13.  562 
13. 652 
13. 562 
13.562 
13.662 

0.508 
0.508 
0.468 
0.498 
0.488 
0.488 

0.076 

18 

19 

13.750 
13.750 
13.760 
13.750 
13.750 
13.750 

0.360 
0.350 
0.360 
0.360 
0.350 
0.360 

14.  636 
14. 655 
14.710 
14.790 
14.830 
14.840 
14.840 

14.300 
14.300 
14.  SCO 
14.460 

0.235 
0.356 

20 

21 

22 

14. 110 
14. 116 
14. 116 
14. 105 

14. 105 

14. 106 

13.650 
13.650 
13.660 
13. 626 

13. 625 

13. 626 

0.460 
0.466 
0.465 
0.480 
0.480 
0.480 

0.410 
0.340 

23 

24 

14.050 
14. 030 
14.030 
14.030 
14.020 
14.020 

13.662 
13.562 
13. 662 
13.562 
13.562 
13.  562 

0.488 
0.468 
0.468 
0.468 
0.468 
0.458 

14.600 
14.600 

0.340 
0.340 

25 

14.100 
14.100 
14.090 
14.100 
14.100 
14.080 

13.750 
13.750 
13.750 
13.750 
13.750 
13.760 

0.360 
0.360 
0.340 
0.350 
0.360 
0.330 

26 

14.840 
14. 895 
14.900 
14.900 
14.900 
14.900 

14.600 
14.500 
14.600 
14.600 
14.600 

0.340 

27 

28 

29 

14. 105 
14. 110 
14. 110 
14.110 

13. 625 
13. 625 
13. 625 

0.480 
0.485 
0.485 

0.396 
0.400 
0  400 

30 

14.020 
14.020 

13.562 
13.562 

0.458 
0.458 

0.400 

31 
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mestic 
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eign 
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For- 
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2 

Do- 
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eign 
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For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1923 

January 

February 

March 

April 

1 

15. 1600 
15. 150 
16. 150 

14. 7500 
14.760 
14. 760 

0.4000 
0.400 
0.400 

16. 9500 
16. 970 
16.970 

16.6250 
16.625 
16.750 

0. 32.50 
0.345 
0.220 

2 

3 

4    ..- 

14. 9000 
14. 900 
14.900 
14.  900 
14. 900 

14.4370 
14.  437 
14.  500 
14.  600 
14.  500 

0. 4630 
0.463 
0.400 
0.400 
0.400 

17. 3900 
17. 390 
17. 376 
17. 360 
17.360 
17.360 

16. 9370 
16. 937 
16. 937 
16.875 
16. 875 
16.875 

0. 4530 
0.463 
0  438 

6 

7 

15. 130 
15. 130 
16. 160 
16.230 
15. 230 
15.230 

14.  760 
14.  750 
14.  750 
14.  750 
14.812 
14.875 

0.380 
0.380 
0.410 
0.480 
0.418 
0.355 

16.970 
17.065 
17.070 
17.070 
17.000 
17. 000 

16.  750 
16.687 
16.687 
16. 562 
16. 562 
16. 662 

0.220 
0.378 
0.378 
0.608 
0.438 
0.438 

0.486 
0.486 
0  486 

8 

14. 910 
14.900 
14.900 
14.900 
14.900 
14. 900 

14. 500 
14.  500 
14.  500 
14.  500 
14.  500 
14. 500 

0.410 
0.400 
0.400 
0.400 
0.400 
0.400 

9 

10 

11 

17.360 
17. 360 
17.360 
17. 360 
17. 360 
17.110 

16.875 
16. 812 
16.812 
16. 760 
16. 650 
16. 650 

0.485 
0.548 
0  548 

12    — 

15. 230 
15.  230 
15. 320 
15.330 
15. 520 
15.  732 

17.000 
17. 000 
17.000 
17.000 
77.001 
17. 226 

16. 562 
16. 625 
16.687 
16. 750 
16.  750 
16.  875 

0.438 
0.375 
0.313 
0.250 
0.251 
0.360 

0  610 

13 

14    -. 

14. 937 
15. 000 
15. 125 
15.312 
15. 562 

0.293 
0.320 
0.205 
0.208 
0.170 

0.710 
0  460 

15 

14. 900 
14.900 
14.900 
14. 900 
14. 900 
14.900 

14.437 
14. 376 
14. 375 
14. 375 
14. 400 
14. 437 

0.463 
0525 
0.525 
0.525 
0.500 
0.463 

16 

17 

18 

17. 110 

17.  no 

16.980 
16.980 
16.980 
16.980 

16. 625 
16.625 
16. 687 
16.625 
16  625 
16.625 

0.485 
0.485 
0.293 

19 

20 

21    .-- 

15.910 
16. 005 
16.005 
16. 050 
16. 346 
16. 620 

15.687 
18.  750 
15. 812 

0.223 
0. 255 
0.193 

17. 270 
17. 365 
17.380 
17.380 
17. 380 
17.380 

17.000 
17.000 
17. 062 
17. 125 
17. 100 
17. 062 

0.270 
0.356 
0.318 
0.266 
0.280 
0.318 

0.365 
0. 365 
0  365 

22 

14. 920 
14. 920 
14. 900 
14.900 
14. 930 
15. 060 

14.  700 
14. 500 
14.  500 
14.  500 
14. 625 
14. 625 

0.220 
0.420 
0.400 
0.400 
0.305 
0.435 

23 

24 

25 

16. 125 
16. 260 

0.220 
0.270 

16.980 
16.980 
16. 980 
16. 980 
16.980 
16. 980 

16.  562 
16. 500 
16. 500 
16. 400 
16. 300 
16.350 

0.418 
0.480 
0.480 

26 

27 

28 

16. 745 
16.  790 
16. 860 

16. 375 
16. 437 
16. 500 

0.370 
0.363 
0.360 

17. 380 
17.410 
17. 410 
.17.410 
17.410 
17.390 

16.937 
16.937 
16.937 
17.000 
17.000 
17.000 

0.443 
0.473 
0.473 
0.410 
0.410 
0.390 

0.580 
0.680 
0  630 

29 

15. 080 
15.080 
15. 150 

14.  750 
14.  750 
14. 750 

0.330 
0.330 
0.400 

30 

16.  980 
16.980 

16. 350 

0.630 

31 

May 

June 

July 

August 

1 

16.  7200 
16.  720 
16. 720 
- 16.  720 
16.720 

16.  2500 
16. 187 
16. 187 
10. 125 
16  126 

0.4700 
0. 533 
0.633 
0.595 
0.595 

15.  2600 
15.  230 

14.  5620 
14.562 

0.6980 
0.668 

14.8300 
14.830 
14.  730 
14.640 

14. 2500 
14. 100 
14.100 
14. 062 

0.5800 
0.730 
0.630 

2 

3 

16. 0100 
15.010 
16. 010 
15. 010 
15.010 
15. 010 

14.2500 
14. 150 

0.7600 
0.860 

4 

15. 230 
15. 230 
16. 225 
16. 225 
15.230 
15.230 

14.687 
14.687 
14. 687 
14.  750 
14.  750 
14.750 

0.643 
0.643 
0.538 
0.476 
0.480 
0.480 

0.678 

5 

14. 187 
14.126 
14.125 

0.823 
0.886 
0.885 

6 

14.640 
14. 610 
14. 610 
14.  520 
14.  520 
14. 460 

14. 062 
14. 062 
14. 062 
14. 000 

0  578 

7..... 
8 

16.680 
16. 520 
16.  520 
16.410 
16.410 
16.240 

16. 125 
16. 062 
16. 000 
16.  750 
15.  750 
15.687 

0.555 
0.458 
0.  520 
0.660 
0.660 
0.553 

0.548 
0.648 

9 

10 

16. 010 
15.010 
14: 930 
14.  980 
14.  980 
14.  980 

14. 125 
14. 187 
14.  375 
14.  500 
14.  500 
14.  500 

0.885 
0.823 
0.556 
0.480 
0.480 
0.480 

0.620 

11 

12 

15. 230 
15.360 
15.415 
16.460 
15.480 
15.460 

14.  750 
14. 800 
14. 875 
14.876 
14. 875 
14. 875 

0.480 
0.560 
0.540 
0.586 
0.605 
0.585 

13. 937 

66.523 

13    ... 

14.  460 
14. 360 
14.  360 
14. 320 
14.  270 
14.250 

13.875 
13.  812 
13.  750 
13.737 
13. 725 
13.  725 

0  685 

14 

15 

16!  210 
16. 210 
16. 000 
16.000 
16.000 
15.950 

15.  500 
15. 172 
15.  000 
15. 062 

15.  172 

16.  250 

0.710 
0.038 
1.000 
0.938 
0.828 
0.700 

0.648 
D.610 

16 

17 

14. 980 
14. 980 
14. 920 
14. 870 
14.880 
14.900 

14. 437 
14.437 
14.3i;2 
14.312 
14. 425 
14. 437 

0.643 
0.543 
0.608 
0.568 
0.456 
0.463 

0.683 
0.545 

18 

19 

15.460 
15.460 
15.330 
15.  330 
15.230 
16.240 

'i5.'246' 
15. 180 
15.040 
15.040 
15.040 
16. 010 

14.837 
14.812 
14.812 
14.750 
14. 687 
14. 687 

'i4'562' 
14.437 
14.  375 
14.  250 
14.250 
14.250 

0.623 
0.648 
0.518 
0.580 
0.543 
0.553 

"o'678" 
0.743 
0.665 
0.790 
0.790 
0.760 

0.625 

20 

14.  230 
14.  220 
14. 230 
14.260 
14.260 
14.  265 

13. 725 
13. 750 
13.750 
13.750 
13.750 
13.750 

0  605 

21 

22 

15.930 
15.890 
15. 890 
15.730 
15.730 
15. 670 

15.250 
15.  260 
15. 187 
15.000 
14.812 
14.750 

0.680 
0.640 
0.703 
0.730 
0.918 
0.820 

0.470 
0.480 

23 

24 

25 

26 

14.900 
14.920 
14. 920 
14. 895 
14. 895 
14.880 

14.376 
14.  375 
14. 375 
14.  312 
14.312 
41.312 

0.525 
0.645 
0.545 
0.583 
0.583 
0.568 

0.610 
0.610 
0.515 

27 

14.260 
14. 220 
14.200 
14.200 
13.990 

13.687 
13.687 
13.562 
13.  375 
13.375 

0  563 

28 

29 

15. 570 
15.260 
15.260 
15.260 

14.625 
14.500 

0.946 
0.760 

0.633 
0.638 

30 

14.880 
14.880 

14. 312 
14.250 

0.568 
0.630 

0  825 

31 

14.500 

0.760 

0.616 

CONCENTRATION  OP  ECONOMIC  POWER 
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Comparison  of  domestic  prices  and  foreign  prices  of  Copper  Export  Association, 

1919-1 924 — Continued 


1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
ces 
for- 
eign 

1 

For- 
eign 

2 

Do- 
mestic 

3 

Ex- 
cess 
for- 
eign 

1923 

September 

October 

November 

December 

1 

2 

14.020«S 

13. 3750 

0.645^ 

13. 7400 
13.740 
13.660 
13.460 
.13.380 
13. 373 

13. 0000 
13.000 
12.937 
12. 812 
12.760 
12.760 

0.7400 
0.740 
0.723 
0.648 
0.630 
0.623 

12. 7700 
12. 830 
12. 860 

12. 3120 
12.375 
12.375 

0.4580 

0.455 

0.485 

13.2800 

12. 8750 

0. 4050 

3 

14.020 
13. 930 
13.950 
14.030 
14. 030 
13.980 

13.280 
13.285 
13.285 
13.285 
13.  285 
13.  275 

12. 875 
12. 875 
12. 875 
12. 875 
12. 875 
12. 875 

0.405 

4 

13. 437 
13.500 
13.500 
13. 500 
13.500 

0.493 
0.450 
0.530 
0.630 
0.480 

0.  410 

5 

6 

12.860 
12. 865 
12. 926 
13. 056 
13. 125 
13. 215 

12. 375 

0.485 

0.410 
0.410 

7 

12. 437 
12. 562 
12. 687 
12. 876 

0.488 
0.493 
0.438 
0.340 

0.410 

8 

0 

13.380 
13. 390 
13.390 
13. 270 
13. 170 
13. 030 

12. 750 
12.750 
12.  562 
12.500 

0.630 
0.640 
0.828 
0.770 

0.400 

10 

11 

13.970 
13.960 
13. 980 
13. 980 
13.940 
13. 875 
13. 875 
13.865 
13.830 

13.500 
13.600 
13.500 
13. 437 
13. 375 
13. 312 
13.250 
13. 187 
13.062 

0.470 
0.460 
0.480 
0.643 
0.565 
0.563 
0.625 
0.678 
0  768 

13.  305 
13.315 
13.300 
13.  290 
13.  290 
13. 305 

12. 900 
12.900 
12.900 
12. 850 
12.  875 
12.  875 

0.405 
0.415 

12    . 

13. 358 
13. 450 
13.560 
13.  565 
13. 565 
13. 565 

13.000 
13. 125 
13. 187 
13.062 
12.875 
12.812 

0.358 
0. 325 
0. 373 
0.503 
0.690 
0.753 

0.400 

13 

14  .. 

12. 50O 

0.530 

0.440 
0.415 

16 

16 

13. 080 
13.100 
13.076 
13.080 
13.080 
13.040 

12. 626 
12. 625 
12. 625 
12.626 
12.625 
12. 662 

0.455 
0.475 
0.450 
0.455 
0.456 
0.478 

0.430 

17 

18 

13. 305 
13.283 
13.240 
13.240 
13.230 
13.230 

12.875 
12. 875 
12.  812 
12.812 
12.  750 
12.  750 

0.430 
0.408 

19  .    . 

13.  565 
13.565 
13. 565 

13. 665 
13. 565 

13. 666 

12,  750 
12. 750 
12.  750 
12.625 
12. 625 
12. 625 

0.815 
0.815 
0.816 
0.940 
0.940 
0.940 

0.428 

20 

21 

13.850 
13.663 
13. 725 

13.125 
13. 187 
13. 187 

0.725 
0.476 
0.638 

0.428 
0.480 

22 

23 

13.030 
13.960 
13.960 
13.830 
13.680 
13.680 

12.650 
12. 437 
12. 375 
12. 187 
12. 260 
12.260 

0.480 
1.623 
1.585 
1.643 
1.430 
1.430 

0.480 

24 

25 

13.725 
13.720 
13. 776 
13. 776 
13. 740 
13. 740 

13. 250 
13. 250 
13.250 
13.250 
13. 187 
13.126 

0.476 
0.470 
0.520 
0.525 
0.553 
0.615 

13.230 

12. 750 

0.480 

26 

27 

28 

13.420 
13. 256 
13.320 
13.340 
13.280 

12.766 
12.800 
12. 875 

0.720 
0.465 
0.445 

13.  220 
13.200 
13.200 
13.200 

12. 750 
12. 750 
12.  737 
12.  737 

0.470 
0.450 
0.463 

20 

12. 710 
12. 710 
12. 710 

12. 250 
12.312 
12. 312 

0.460 
0.398 
0.398 

0.463 

30 

12.875 

0.406 

31  . 

13.200 

12.650 

0.650 

1024 

January 

- 

1 

2 

3 

4 

6 

6 

13.  200^ 
13.100 
13. 030 
'13. 020 

12. 625^ 
12.625 
12. 625 
12. 662 

0.676^ 
0.475 
0.40S 
0.458 

7 

8 

9 

10 

11 

12 

13 

12. 940 
12.920 
12. 920 
12.880 
12. 880 
12.850 

12. 562 
12.600 
12. 376 
12. 250 
12.250 
12.260 

0.378 
0.420 
0.646 
0.630 
0.630 
0.600 

14 

16..... 

16 

17 

18 

19 

20 

12. 750 
12.680 
12.680 
12.670 
12.680 
12.690 

12.287 
12.200 
12. 187 
12.200 
12.250 
12.250 

0.463 
0.680 
0.493 
0.470 
0.430 
0.440 

21 

22 

23 

24..... 

25 

26 

27 

12.720 
12. 770 
12. 810 
12. 810 
12. 845 
12.845 

12.  312 
12. 437 
12.500 
12.500 
12.600 
12.600 

0.408 
0.333 
0.310 
0.310 
0.345 
0.345 

28 

29 

30 

31 

12. 915 
12.890 
12.860 
12.830 

12. 437 
12.  437 
12. 437 
12. 378 

0.478 
0.463 
0.423 
0.466 

Prep9re4  by  R.  R.  Eckert,  former  manager  of  Copper  Export  Association,  Inc. 


CQNOKNTRATION  OF  ECONOMIC  POWER 

(Chart  based  on  following  statistical  data  faces  this  page.) 
Comparison  of  domestic  prices  and  foreign  prices  of  Copper  Exporters,  Inc.,  1926-1931 

porters,  Inc.,  price  GIF  Baselports;  Column  2=E.  &  M. 
Refinery;  Column  3=  Excess  Column  1  over  Coluitin  2] 
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[Column  l  =  Copper  Exporters,  Inc.,  price  GIF  Baselports;  Column  2=E.  &  M.  J.  Domestic  price  FOB 
~  "  Oolu       "    " '^  ' ' "  ' — ""  "' 


1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess. 
For- 
eign 

1926 

September 

October 

November 

December 

1 

14.4000 

14.400 

14.400 

14. 250 

14.250 

14.250 

13.6750 
Holiday 
13. 725 
13. 650 
13. 625 
13.650 

0.7250 

6."676" 
Q.600 
0.625 
0.600 

13.9600 
13.960 
13.950 
13.950 

13.3250 
13. 275 
13. 275 
13.276 

0.6250 

2 

0.675 

3 

0.676 

4 

0.675 

5    ... 

6    ... 

13.950 
13.950 
13.950 
13.950 
13.950 
13. 950  • 

13.276 
13.350 
13. 375 
13.400 
13.400 
13.400 

0.675 

7    . 

0.600 

8    . 

14.250 
14.250 
14.250 
14. 276 
14. 275 
14. 275 

13. 575 
13.600 
13. 613 
13.650 
13.650 
13.650 

0.675 
0.650 
0.637 
0.625 
0.626 
0.625 

0.575 

9    . 

0.550 

10    .  . 

0.550 

11    . 

0.650 

12    . 

13    . 

14.400(i 
14.400 
14.400 
14.400 

13.900<i 
13.950 
13.950 
13.900 

0.5000 
0.450 
0.450 
0.600 

13.950 
13.950 
13.950 
13.960 
13.950 
13.950 

13.400 
13.376 
13.350 
13.375 
13. 375 
13.363 

0.560 

14    ... 

0.575 

15 

14.275 
14. 275 
14.275 
14.275 
14.275 
14. 125 

13.650 
13.650 
13.650 
13. 576 
13.  550 
13.  550 

0.625 
0.625 
0.625 
0.700 
0.725 
0.675 

0.600 

16 

0.675 

17 

0.575 

18 

14.400 
14.400 
14.400 
14.400 
14.400 
14.400 

13.900 
13.900 
13.900 
13. 825 
13. 825 
13. 776 

0.500 
0.500 
0.500 
0.675 
0.575 
0.625 

0.587 

19 

20 

13.950 
13.950 
13.960 
13.960 
13.960 

13.375 
13.350 
13.300 
13.276 
13.276 
HoUday 

0.676 

21 

0.600 

22 

14. 126 
14. 125 
14. 125 
14. 125 
14. 125 
14. 125 

13. 525 
13. 475 
13.  475 
Holiday 
13. 425 
13.450 

0.700 
0.-650 
0.650 

0.660 

23 

0.675 

24 

0. 675 

25 

14.400 
14.400 
14.400 
14.400 
14.400 
14.400 

13. 775 
13. 775 
13. 750 
13. 775 
13. 775 
13.  775 

0.625 
0.625 
0.650 
0.625 
0.625 
0.625 

26 

0.700 
0.675 

27... 

13.950 
13.950 
13.850 
13.850 
13.860 

13. 276 
13.200 
13. 176 
13.025 
13.025 

0.675 

28 

0.750 

29 

14. 125 
13.950 

13.400 
13.375 

0.725 
0.575 

0.  "76 

30 

0.12! 

31 

0.82{ 

1927 

January 

February 

March 

April 

1 

13.500«S 
13.250 
13. 250 
13. 250 
13. 125 

12.7500 
12. 763 
12.  525 
12.400 
12.363 

0.7500 
0.487 
0.725 
0.850 
0.762 

13.6500 
13.650 
13.650 
13. 650 
13.650 

13. 1600 
13.150 
13. 175 
13. 175 
13.160 

0.6000 
0.600 
0. 475 
0.475 
0.500 

13.5000 
13.500 

"n'bbb' 

13.500 
13.500 
13.500 
13.500 
13.600 

12.  9130 
12. 913 

12."  966' 
12.838 
12.800 
12.  775 
12. 776 
12. 775 

0.587 

2    . 

0  587 

3 

4 

.")    .  . 
6 

13.850e 

13.850 

13.500 

13.500 

13.500 

13.500 

13. 025^ 

12.900 

12.900 

12.900 

12. 875 

12.900 

0.825)5 

0.950 

0.600 

0.600 

0.625 

0.600 

'o.'eoo 

0.662 
0.700 

7 

8 

9 

13. 125 
13.000 
13.000 
13. 125 
13.250 
13.250 

12.300 
12.300 
12.400 
12.550 
12.  625 
Holidaj 

0.826 
0.700 
0.600 
0.576 
0.625 

13.650 
13.650 
13.' 650 
13.650 
13. 650 
13. 660 

13.160 
13.150 
13. 138 
13.150 
13.100 
13.100 

0.500 
0.600 
0.512 
0.500 
0.550 
0.550 

0.725 
0.725 
0  725 

10 

13.500 
13.500 
13.500 
13.500 
13. 625 
13.625 

12. 950 
13.025 
13.026 
13.050 
13.100 
13. 125 

0.55O 
0.475 
0.476 
0.450 
0.525 
0.500 

11 

12 

13 

13.600 
13.350 
13. 350 
13.350 
13.360 
13.350 

12. 775 
12.776 
12.776 

12. 775 

12. 776 
12.788 

0.725 
0.576 
0.575 

14 

15 

16 

13. 250 
13. 375 

13. 375 

13. 376 
13. 375 
13. 375 

12. 7.50 
12.700 
12.700 
12. 775 
12. 775 
12. 775 

0.500 
0.675 
0.675 
0.600 
0.600 
0.600 

13.660 
13. 660 
13.650 
13.650 
13.650 
13.650 

13. 075 
13.076 
13. 075 
13. 113 
13.113 
13. 113 

0.575 
0.575 
0.675 
0.637 
0.537 
0.637 

0.675 
0.675 
0  662 

17 

13.626 
13. 625 
13.625 
13. 625 
13. 625 
13.625 

13.100 
13.025 
13.025 
13. 025 
13. 025 
13.025 

0.525 
0.600 
0.600 
0.600 
0.600 
0.600 

18 

19 

20 

13.350 
13.360 
13.600 
13.600 
13.500 
13.500 

12.788 
12. 876 
12.900 
12.900 
12.800 
12.800 

0.562 
0.476 
0.600 

21 

22 

23 

13. 376 
13. 375 
13. 450 
13.450 
13.650 
13.550 

12. 775 
Holiday 
12.900 
12.900 
12. 975 
12. 975 

0.600 

'o.'sso' 

0.550 
0.575 
0.576 

13.650 
13.660 
13.650 
13.650 
13. 650 
13. 650 

13. 113 
13.076 
13. 025 
13.050 
13. 076 
13. 076 

0.637 
0.576 
0.626 
0.600 
0.675 
0.575 

0.600 
0.700 
0  700 

24 

13. 625 

13. 625 

'  13. 626 

13. 625 

13. 626 
13.500 

13.025 
13.000 
13.000 
13.000 
13.000 
12. 925 

0.600 
0.625 
0.625 
0.825 
0.625 
0.575 

26 

26 

27 

13.600 
13.600 
13.350 
13.350 
13.350 
13.350 

12.  775 
12. 775 
12. 763 
12.760 
12.750 
12.778 

0.725 
0.725 
0.587 

28 

29 

13.650 

13.025 

0.525 

13.660 
13.650 
13.500 
13.500 

12. 875 
12.900 
12.900 
12.900 

0.776 
0.750 
0.600 
0.600 

0.600 
0.600 

30 

0.576 

31 

13.500 

12.800 

0.700 
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Comparison  of  domestic  prices  and  foreign  prices  of  Copper  Exporters,  Inc., 
1926-19S1— Continued 


1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

8 

Excess 
For- 
eign 

1927 

May 

Jime 

July 

August 

1 

13.000^ 
13.000 
13.100 
13.100 

12.500^ 
12.600 
12.560 
12.  650 

0.5m 
0.500 
0.650 
0.650 

913.000^ 
13.000 

12.226^ 
12.225 

0.776fi 
0.776 

13.375* 

13.600 

13.660 

13.650 

13.660 

13.650 

12.975* 
13.089 
13.120 
13.  U3 
13.113 
13. 113 

0.400* 

2 

3 

13.360^ 

13.360 

13.350 

13.350 

13.360 

13.350 

12.776^ 
12.750 
12.750 
12. 775 
12.776 
12.776 

0. 575^ 

0.600 

0.600 

0.576 

0.576 

0.676 

0.412 
0.630 

4 

6 

13.000 
13.000 
13.000 
13.000 
13.000 
13.000 

Holiday 
12.200 
12. 275 
12.300 
12.400 
12.400 

'o.'soo" 

0.725 
0.700 
0.600 
0.600 

0.637 
0.637 

6.— . 
7 

13.100 
13.100 
13.100 
13.100 
13.100 
13.100 

12.650 
12.525 
12.476 
12.500 
12.476 
12.426 

0.660 
0.576 
0.625 
0.600 
0.626 
0.676 

0.637 

8 

13. 650 
13.660 
13.660 
13.660 
13.650 
13.660 

13.026 
13.060 
13.050 
13.026 
13.026 
13.000 

0.625 

9 

10 

13.360 
13.350 
13.350 
13.350 
13.360 
13.350 

12. 776 
12.776 
12. 776 
12.775 
12.760 
12.750 

0.676 
0.575 
0.575 
0.576 
0.600 
0.600 

0.600 
0.600 

11 

12 

13.000 
13.000 
13.000 
13.000 
13.000 
13.000 

12.400 
12.363 
12.375 
12.413 
12.413 
12.463 

0.600 
0.637 
0.625 
0.587 
0.587 
0.637 

0.626 
0.626 

18 

14 

13.100 
13.100 
13.100 
13.100 
13.100 
13.100 

12.300 
12.275 
12.276 
12.276 
12.275 
12.275 

0.800 
0.826 
0.825 
0.825 
0.825 
0.826 

0.660 

16 

13.650 
13.650 
13.660 
13.660 
13.660 
13.650 

12.926 
12.876 
12.876 
•12.875 
12. 876 
12.876 

0.725 

16 

17 

13. 360 
13.350 
13.350 
13.350 
13.350 
13.200 

12.760 
12.700 
12. 676 
12.650 
12.550 
12. 426 

0.600 
0.660 
0.675 
0.700 
0.800 
0.776 

0.775 
0.776 

18 

19  — . 

13.000 
13.000 
■13.000 
13. 150 
13.160 
13.160 

12.463 
12.538 
12.626 
12. 713 
12.760 
12.788 

0.637 
0.462 
0. 376 
0.437 
0.400 
0.362 

0.776 
0.775 

20 

21     . 

13.166 
13.000 
13.000 
13.000 
13.000 
13.000 

12.225 
12.276 
12.275 
12.276 
12.400 
12.400 

0.876 
0.725 
0.725 
0.725 
0.600 
0.600 

0.776 

22 

13.660 
13.660 
13.600 
13.600 
13.500 
13.600 

12.876 
12. 875 
12.838 
12.838 
12.888 
12.050 

0.775 

23 

24 

13.200 
13.200 
13.000 
13.000 
13.000 
13.000 

12.400 
12.400 
12.300 
12.300 
12.376 
12.400 

0.800 
0.800 
0.700 
0.700 
0.826 
0.600 

0.776 
0.662 

26 

26 

13.260 
13.250 
13.250 
13.250 
13.260 
13.376 

12. 775 
12.788 
12.776 
12.826 
12,900 
12.900 

0.475 
0.462 
0.476 
0.426 
0.360 
0.476 

0.662 
0.612 

27 

28 

13.000 
13.000 
13.000 
13.000 

12.276 
12.275 
12.275 
12.225 

6.725 
0.725 
0.726 
0.776 

0.650 

29 

13.500 
13.600 
13.600 

12.463 
13.013 
12.950 

i:037 

30 

31 

13.000 
13.000 

Holiday 
12.400 

6.666' 

0.487 
0.660 

September 

October 

November 

December 

1 

2 

13.600^ 
13.600 
13. 500 

12. 926^ 

12.925 

12.900 

0.575^ 
0.576 
0.600 

13.600JS 

12.775J! 

0.726^ 

13.600)6 
13.700 
13.7QD 
13.700 
13.700 

13.026* 

13.050 

13.088 

13.150 

13.150 

0.576fS 
0.650 
0.612 
0.660 
0.650 

14.160* 
14.260 
14.260 

13.688* 

13.713 

13.760 

0.662* 
0.637 

3 

4 

13.600 
13.600 
13.600 
13.500 
13.600 
13.500 

12.863 
12.900 
12. 975 
12.900 
12.900 
12.960 

0.637 
0.600 
0.626 
0.600 
0.600 
0.650 

0.500 

5 

6 

13.600 
13.500 
13.600 
13. 600 
13.500 
13.600 

Holiday 
12.976 
12.926 
12.976 
13.000 
13.000 

"6."  626' 
0.676 
0.525 
0.500 
0.600 

14.350 
14.350 
14.600 
14.600 
14.600 
14.500 

13.775 
13.825 
13.875 
13.913 
13.900 
13.850 

0.676 
0.625 

7 

8...-. 
9 

13.700 
13.800 
13.800 
13.800 
13.800 
13.800 

13.160 
Holiday 
13. 176 

13. 175 

13. 176 
13.200 

0.550 

"6.626' 
0.626 
0.626 
0.600 

0.625 
0.687 
0.600 

10 

11 

13.600 
13.600 
13.500 
13.500 
13.500 
13.600 

12.960 
12.960 
Holiday 
13.025 
13.025 
13.026- 

0.550 
0.660 

"6.'476' 
0.476 
0.575 

0.660 

12 

13     . 

13.600 
13.600 
13.500 
13.500 
13.600 
13.600 

12.876 
12.960 
13.000 
13.026 
13.026 
13.026 

0.676 
0.650 
0.600 
0. 475 
0.475 
0.475 

14.600 
14.600 
14.500 
14.500 
14.500 
14.600 

13.850 
13.850 

13. 775 
13.850 

13. 776 
13.650 

0.650 
0.650 

14 

15 

16 

13.800 
13.800 
13.800 
13.950 
13.950 
13.960 

13.250 
13.276 
13.276 
13.400 
13. 413 
13.413 

0.550 
0.526 
0.526 
0.560 
0.537 
0.537 

0.725 
0.650 
0,725 

17 

18 

13.600 
13.600 
13.600 
13.600 
13.600 
ia.600 

13.038 
13.025 
13.000 
12.950 
12.900 
12.925 

0.662 
0.576 
0.600 
0.650 
0.700 
0.675 

0.850 

19 

20 

13.600 
13.600 
13.500 
13.500 
13.500 
13.500 

13. 025 
13.000 
13.000 
12.988 
12.950 
12.950 

0.475 
0.600 
0.500 
0.512 
0.550 
0.550 

14.500 
14.600 
14.500 
14.600 
14.500 
14.600 

13.600 
13. 675 
13.650 
13.675 
13.805 
13.800 

0.900 
0.826 

21 

22 

23     . 

14.050 
14.050 
14.050 
14.050 
14.050 
14.060 

13.500 
13.600 
13.525 
Holiday 
13.525 
13.560 

0.560 
0.550 
0.526 

"6.'625' 
0.500 

0.860 
0.826 
0.660 

24 

25 

13.600 
13.600 
13.600 
13.600 
13.600 
13.600 
13.600 

12.938 
12.938 
12.938 
13.000 
13.025 
13.025 
13.000 

0.662 
0.662 
0.662 

aeoo 

0.676 
0.675 
0.600 

0.700 

26 

27     . 

13.500 
13.600 
13.500 
13.600 
13.500 

12.950 
12.800 
12. 776 
12. 760 

12.776 

0.650 
0.700 
0.725 
0.760 
0.726 

14.500 
14.600 
14.600 
14.500 
14.500 
14.500 

Holiday 
13.800 
13.775 
13.788 
13.788 
If  788 

'6.'766' 

28 

29 

30 

61      . 

14.050 
14.050 
14.160 

13.625 
13.626 
13.660 

0.625 
0.525 
0.600 

0.726 
0.712 
0.712 
0.712 
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Comparison  of  domestic  prices  and  foreign  prices  of  Copper  Exporters,  Inc., 
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1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 

Forei'gn 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1928 

January 

February 

March 

April 

1 

14. 5000 
14.500 
14.500 
14.500 

13.900fi 
13.888 
13.888 
13.888 

0.6000 
0.612 
0.612 
0.612 

14.500|t 
14.500 
14.500 

13. 7000 
13.675 
13.700 

0.8000 
0.825 
0.800 

2 

Holiday 
13. 863fi 
13.888 
13.900 
13.900 
13.900 

0.637JS 
0.612 
0.600 
0.600 
0.600 

14.5000 

14.  500 

14.500 

14.500 

14.500 

14.500 

14.0000 

14.000 

14.000 

14.050 

13.963 

13. 963 

0.5000 
0.600 
0.600 

3-... 
4 

14.  500ji 
14.  500 
14.500 
14.500 
14.500 

6 

14.500 
14.500 
14.500 
14.500 
14.500 
14.500 

13.726 
13.838 
13. 875 
13. 913 
13.888 
13.888 

0.775 
0.662 
0.626 
0.687 
0.612 
0.612 

0  450 

6 

7 

8 

14.500 
14.500 
14.500 
14.500 
14.500 
14.500 

13.888 
13.850 
13. 850 
13. 875 
13. 875 
13. 825 

0.612 
0.650 
0.650 
0.625 
0.625 
0.675 

0.537 
0.537 

9 

10 

11 

14.500 
14.500 
14.  500 
14.500 
14.500 
14.500 

13.900 
13. 875 
13. 863 
13.800 
13.  788 
13.788 

0.600 
0.625 
0.637 
0.700 
0.712 
0.712 

14.600 
14.500 
14.500 
14.500 
14.500 
14.500 

13.963 
13. 925 
13.963 
13.963 

13. 975 

13. 976 

0.537 
0.575 
0.637 

12 

14.500 
14.500 
14.500 
14.500 
14.500 
14.500 

13.875 
13.825 
13.825 
13.  775 
13.788 
13. 838 

0.625 
0.675 
0.676 
0.725 
0.712 
0.662 

0  537 

13 

14..... 
15 

14.500 
14.  500 
14.  500 
14.500 
14.500 
14.500 

Holiday 
13. 850 
13. 826 
13. 825 
13. 825 
13. 825 

"o.'eso' 

0.676 
0.675 
0.676 
0.675 

0.625 
0.525 

16 

17...-. 
18 

14.500 
14.500 
14.600 
14.500 
14.500 
14.500 

13.788 
13.788 
13.  775 
13.  825 
13. 825 
13. 825 

6.  712 
0.712 
0.725 
0.675 
0.675 
0.675 

14.  500 
14. 500 
14.500 
14.500 
14.500 
14.500 

'il'loQ 

14.500 
14.500 
14.600 
14.500 
14.500 

13.975 
13.988 
13.988 
13.963 
13. 975 
13. 975 

'ii.'ooo' 

14.000 
14.000 
13.988 
14.013 
14. 013 

0.52&' 
0.512 
0.612 

19 

14.600 
14.600 
14.600 
14.500 
14.500 
14.500 

13.838 
13. 813 
13.788 
13.875 
13.900 
13.900 

0.662 
0.687 
0.712 
0.625 
0.600 
0.600 

0  537 

20 

21 

22 

14.500 
14.500 
14.500 
14. 500 
14.600 
14.500 

13.  775 
13. 775 
Holiday 
13.763 
13.  775 
13.800 

0.725 
0.725 

'6.737' 
0.725 
0.700 

0.525 
0.525 

23 

24 

25 

14.500 
14.500 
14.500 
14.500 
14.500 
14.500 

13. 825 
13.900 
13.900 
13.888 
13. 888 
13.888 

0.675 
0.600 
0.600 
0.612 
0.612 
0.612 

0.500 
0.600 
0.500 

26 

14.500 
14.500 
14.500 
14.500 
14.600 
14.500 

13. 875 
13.900 
13.900 
13.960 
13.975 
13.976 

0.625 
0.600 
0.600 
0.660 
0.626 
0.525 

0  512 

27 

28 

29 

14.500 
14.500 
14.500 

13.750 
13.  700 
13.725 

0.750 
0.800 
0.776 

a  487 
0.487 

30 

14.500 
14. 600 

13.888 
13. 876 

0.612 
0.625 

14.600 

14. 025 

0.475 

31 

May 

June 

July 

August 

1 

14. 500f» 
14.500 
14.500 
14.500 
14.500 

14. 025j' 
14.  013 
14.013 
14. 038 
14. 038 

0. 475j; 
0.487 
0.487 
0.462 
0.462 

15. 000«i 
16. 000 

14.  525«i 
14.  525 

0. 4750 
0.476 

16.0000 
16.000 
15.000 
15.000 

14.  5380 
14.626 
14.  526 
14.  526 

0.4620 

2 

3 

15. 0000 

15.000 

16.000 

16.000 

16. 000 

15.000 

14. 6250 
14. 525 
Holiday 
14.538 
14.  538 
14.  526 

0.4750 
0.475 

'6.'462' 
0.462 
0.476 

0.475 
0.476 

4 

5 

15.000 
15.000 
15.000 
15.000 
15.000 
15.000 

14.526 
14.  525 
14.  525 
14.  538 
14.625 
14.525 

0.475 
0.476 
0.475 
0.462 
0.475 
0.475 

0.476 

6 

15.000 
16.000 
15.000 
15.000 
15.000 
15.000 

'i5.'666' 

15.000 
15.000 
16.000 
15.000 
16.000 

14. 525 
14,525 
14. 626 
14.-626 
14,  513 
14. 525 

"14.' 525' 
14. 638 
14.  538 
14.526 
14.525 
14.525 

0.475 

7 

8 

14.500 
14.500 
14.500 
14.500 
14.500 
14.500 

14.  013 
14. 013 
14. 038 
14.013 
14. 025 
14. 025 

0.487 
a487 
0.462 
0.487 
0.475 
0.475 

0.475 
0.475 

9 

10 

16.000 
15.000 
15.000 
15.000 
15.000 
15.000 

14.538 

14. 525 
14.525 
14.525 

14. 526 
14.526 

0.462 
0.475 
0.475 
0.475 
0.476 
0.476 

0.475 
0.487 

11 

12 

13 

15.000 
15.000 
15.000 
15.000 
15.000 
15.000 

14. 525 
14. 525 
14. 626 
14. 62'5 
14.  625 
14.  526 

0.475 
0.475 
0.475 
0.475 
0.476 
0.476 

0.475 
'6.'476' 

14 

15 

14.500 
14.625 
14.625 
14. 625 
14.750 
14.750 

14.088 
14.  163 
14.163 
14.  213 
14.275 
14. 275 

0.412 
0.462 
0.462 
0.412 
0'.  475 
0.475 

0.462 
0.462 

16 

17 

15.000 
15.000 
15.000 
15.000 
15.000 
15.000 

14.525 
14.  525 
14.525 
14. 525 
14.  638 
14. 626 

6.475 
0.475 
0.475 
0.475 
0.462 
0.475 

0.476 
0.475 

18 

19 

16.000 
16.000 
16.000 
15.000 
16.000 
16.000 

14.  525 
14.  538 
14.550 
14. 525 
14.  525 
14.525 

6.475 
0.462 
0.450 
0.475 
0.476 
0.476 

0.475 

20 

16.000 
16.000 
16.000 
16.000 
16.000 
16.000 

.14.625 
14. 525 
14.  625 
14.  525 
14.  525 
14.  525 

0.475 

21 

22 

14.750 
14.750 
14.750 
14.750 
15.000 
15.000 

15.666' 
15.000 
15.000 
15.000 

14.275 
14.  275 
14.  338 
14. 338 
14.525 
14.  525 

14."  538' 
14.  525 

Holiday 
14.  525 

0.475 
0.475 
0.412 
0.412 
0.475 
0.475 

'6."462' 
0.475 

'6.'475' 

0.475 
0.475 

23 

24 

15.000 
15.000 
16. 000 
16.000 
16.000 
15.000 

14.  525 
14.  626 
14.626 
14.  526 
14.  525 
14.  626 

0.475 
0.475 
0.475 
0.476 
0.476 
0.476 

0.475 
0.476 

25 

26 

15.000 
15.000 
15. 000 
15.000 
15.000 
15.000 

14.  525 
14.  525 
14.  525 
14.  525 
14.  525 
14.  525 

0.475 
0.476 
0.475 
0.475- 
0.475 
0.475 

0.476 

27...... 

28 

29 

16.000 
16.000 
15.000 
15.000 
15.009- 

14. 513 
14.  538 
14. 525 
14.  525 
14.  525 

0.487 
0.462 
0.475 

30 

31 

15.666 

16.000 

14.  626 
14.  525 

0.475 
0.476 

0.475 
0.476 
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Comparison  of  domestic  prices  and  foreign  -prices  of  Copper  Exporters,  Inc., 
1 926-1 931— Continued 


1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1928 

September 

October 

November 

December 

1..,-- 
2 

15. 000* 

14.525* 

0.476* 

15. 600* 
16.  500 
15.  600 
15. 500 
15. 500 
15.500 

15.025* 
15. 025 
15.025 
15.025 
15.025 
15. 025 

0.475* 
0.476 
0.475 
0.475 
0.476 
0.475 

16. 260* 
16. 250 
16. 250 

16. 775* 
15.  775 
15. 775 

0.475* 
0.475 
0.475 

16. 250* 

15. 775* 

0.476f 

3 

4 

15. 000 
15.000 
15.000 
15. 000 
15.000 
15.000 

Holiday 
14.  625 
14.  525 
14. 525 
14.538 
14. 513 

6^476" 
0.475 
0.475 
0.462 
0.487 

16. 250 
16. 250 
16.  250 
16. 250 
16.  loO 
16. 250 

16.256" 
16.  250 
16. 250 
16.250 
16. 250 
16.  260 

15. 775 

15.  775 

16.  775 
15.  775 
15.  776 
15. 775 

"is."  775" 

15.  775 
15.775 
15.  775 
15.  775 
15.  775 

0.475 
0. 476 

5 

6...- 
7 

16.250 
16. 250 
16.250 
16. 250 
16. 250 
16.250 

15.  775 
Holiday 
15.775 
15.  776 
15.  775 
15.  776 

0.475 

"6" 475' 

0.476 
0. 475 
00. 475 

0.47o 
0.475 
0.475 

8 

9 

15.  500 
15. 600 
15. 600 
15.  600 
15.  500 
15.500 

15. 025 
15.025 
15.025 
15. 025 
Holiday 
15.026 

0.475 
0.476 
0.475 
0.475 

6^475' 

0.476 

10 

11 

15.000 
15.000 
15.000 
15.000 
15.000 
15.250 

14. 525 
14. 525 
14.525 
14.525 
14.525 
14.625 

0.475 
0.475 
0.476 
0.476 
0.475 
0.625 

0.475 
0.475 

12 

13 

14 

16.  250 
16.  250 
16.  250 
16.  250 
16.  250 
16. 250 

15. 776 
16. 776 
16.  775 
16.  775 
15.  800 
15.  775 

0.  475 
1.475 
0.475 
0.475 
0.450 
0.475 

0.475 
0.475 
0.475 

15 

16 

16. 500 
15. 500 
15.600 
15.500 
16.  500 
15. 500 

15.025 
15. 025 
15.025 
15.026 
15. 025 
15.250 

0.475 
0.475 
0.475 
0.475 
0.475 
0.260 

0.475 

17 

18 

15.250 
15.  250 
15. 250 
15.250 
15.250 
15.250 

14.775 
14.  775 
14.  775 
14.  775 
14.900 
14.838 

0.476 
0.476 
0.475 
0.475 
0.350 
0.412 

16.  250 
16.  250 
16.  250 
16.  250  ■ 
16.  250 
16.250 

15.  775 
15.  775 
15.  775 
15.  775 
15.  775 
15.  775 

0.475 
0.475 

19 

20 

21 

16.250 
16.250 
16.250 
16.250 
16  250 
16.250 

16. 825 

15.  776 

16.  775 
15.  775 
16.775 
15.  775 

0.425 
0.475 
0.475 
0.476 
0.476 
0.475 

0.475 
0.475 
0.47b 

22.— w 
23     . 

15.500 
15.  750 
14.760 
16.760 
16. 000 
16.000 

16.  275 
16.  275 
15.  275 
15.  525 
15.  626 
15.625 

0.225 
0.475 
0.475 
0.225 
0.476 
0.476 

0.476 

24 

25 

16. 500 
15.600 
15.500 
15.500 
15.500 
15.500 

14.025 
15. 025 
15.026 
15. 025 
16.025 
15. 025 

0.475 
0.476 
0.475 
0.476 
0.475 
0.475 

16. 250 
16. 250 
16.250 
16  500 
16  500 
16.500 

15. 800 
Holiday 
16. 025 
16.025 
16.025 
16.225 

0.450 

26 

27 

28 

16.250 
16.250 
16.250 
16.250 
16.250 

1,5.  77.5 
15. 775 
16.  775 
Holiday 
15.  775 

0.475 
0.475 
0.475 

6.475" 

0.225 
0.475 
0.476 

29 

30 

16.000 
16.260 
16.260 

15.650 
16.776 
16. 775 

0.350 
0.475 
0.475 

0.276 

31 

16.750 

16. 275 

0.475 

1929 

January 

February 

March 

April 

1    — 

Holiday 
16.500!( 
16.  525 
16.  525 
16.525 

0. 260* 
0.475 
0.475 
0.476 

17:260* 
17.500 

16.  775* 
17.026 

0.476* 
0.475 

19. 600* 
19. 760 

19.275* 
19. 276 

0. 226* 
0.475 

24. 375* 
24. 375 
24.375 
24.  375 
24.  375 
24. 375 

23.  775* 
23.  775 
23.  776 
23.  775 
22,900 
22. 675 

0.600* 

2 

3 

16.750|5 
17.000 
17.000 
17. 000 

0.600 
0.600 

4 

5 

6 

17. 500 
17.750 
17.760 
18.000 
18.  250 
18.  250 

17.025 
17.276 
17. 625 
17. 675 
17.  775 
17.  775 

0.476 
0.475 
0.225 
0.325 
0.475 
0.476 

19.750 
19.  750 
19.760 
19.750 
19.750 
19.750 

19.275 
19. 275 
19.  275 
19.275 

19. 275 

19. 276 

0.475 
0.475 
0.475 
0.475 
0.475 
0.475 

0.600 
1.475 
1.700 

7 

17.000 
17.000 
17.000 
17.000 
17. 000 
17.000 

16.525 
16.  526 
16. 525 
16.525 
16.  525 
16.  525 

0.475 
0. 475 
0.476 
0.475 
0.475 
0.476 

8 

9 

10 

24.375 
22.  250* 
20.000' 
20. 000* 
19. 625 
19. 625 

21.525 
19. 975 
19. 025 
18.900 
19.025 
19. 025 

2.850 
2.275 
0.975 

11 

12 

13     -. 

18.260 
18.260 
18.250 
18.250 
18. 260 
18.260 

17.  775 
Holiday 
17.775 
17.  775 
17.  775 
17. 775 

0.476 

"6."  475" 

,0.475 
0.476 
0.476 

19.  750 
19. 750 

20.  250 
20.  250 
20.750 
21.250 

19.  275 
19.  775 
19.  775 
19.850 
20.275 
20.776 

0.475 
-0.025 
0.476 
0.400 
0.476 
0.476 

1.100 
0.600 
0.600 

14     .- 

17.000 
17.000 
17.000 
17. 000 
17.000 
17. 000 

16.525 
16.625 
16. 625 
16.625 
16.526 
16.525 

0.475 
0.476 
0.475 
0.475 
0.475 
0.475 

15 

16 

17 

19. 625 
18.300 
18. 300 
18.300 
18. 300 
18.300 

17. 775 
17.  775 
17.  775 
17.775 
17.  776 
17.776 

1.850 
0.525 
0.525 

18 

19 

20 

18.260 
18.250 
18.250 
18.260 
18.250 
18.250 

17.775 
17.  775 
17.775 
17.  776 
Holiday 
17. 775 

0.475 
0.476 
0.476 
0.476 

6.' 476" 

21.250 
22.250 
22.250 
23.375 
23. 375 
24. 375 

2J.600 

21.  775 

22.  450 
22.  775 
23.723 
23.775 

-0.350 
0.475 

-0.200 
0.600 

-0.350 
0.600 

0.526 
0.626 
0.625 

21      .. 

17.000 
17. 000 
17.250 
17.250 
17. 250 
17. 250 

16.625 
16. 575 
16.  775 
16.  775 
16.775 
16. 775 

0.675 
0.426 
0.475 
0.475- 
0.475 
0.475 

22 

23 

24     .. 

18.  300 
18. 300 
18.300 
18. 300 
18.300 
18.300 

17.  776 
17.  775 
17.  775 
17.  775 
17.  775 
17.775 

0.  625 
0.525 
0.526 

25 

26 

27     .. 

18.250 
18.500 
18.760 
19.250 

17. 976 
18. 176 
18.450 
18.800 

0.276 
0.326 
0.300 
0.450 

24.375 
24.375 
24. 375 
24.  375 
24.  375 
24.376 

23.775 
23.  775 
23.776 
23.775 
23.775 
23.775 

0.600 
0.600 
0.600 
0.600 
0.600 
0.600 

0.525 
0.525 
0.526 

28    — 

17.250 
17.250 
17.  250 
17.250 

16.  776 
16. 775 
J  6. 775 
16.  776 

0.475 
0.475 
0.475 
0.475 

29 

18. 300 
13. 300 

17. 775 
17.  775 

0.525 

30 

0.625 

31 

'  Special  sales. 
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Comparison  of- domestic  prices  and  foreign  prices  of  Copper  Exporters,  Inc., 
19^6-^931— CQntinned 


1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
.  tic 

3 

Excess 
For- 
eign 

1929 

May 

June 

July 

August 

1 

2    . 

18.300^ 
18.300 
18.300 
18.300 

17.775)5 
17. 776 
17. 776 
17. 776 

0.526* 
0.525 
0.526 
0.525 

18.300* 

17. 775* 

0. 525* 

18. 300* 

18.300 

18.300 

18.300 

18.300 

18.300 

17.  776* 
17. 776 
17.  775 
Holiday 
17. 776 
17. 775 

0.625* 

0.626 

0.626 

18.300* 
18.300 
18.300 

17.775* 
17. 775 
17.775 

0.526* 
0.526 

3 

4 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.  775 
17.  775 
17.  775 
17. 776 

17. 775 

17. 776 

0.525 
0.525 
0.525 
0.625 
0.525 
0.525 

0.526 

s 

0.626 
0.625 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 776 
17. 776 
17. 775 
17.775 
17. 775 
17.776 

0.625 

6 

7 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 776 
17.775 
17. 776 

17. 775 

17. 776 
17.776 

0.626 
0.625 
0.625 
0.626 
0.525 
0.626 

0.626 
0.625 

8 

9 

-'18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

18."  300" 
18.300 

lasco 

18.300 
18.300 
18.300 

17. 776 
17.7re 
17.775 
17. 775 
17. 775 
17. 775 

"i7.'775" 
17. 775 
17.775 
17. 775 
17.776 
17. 775 

0.625 
0.625 
0.625 
0.525 
0.526 
0.526 

"6."  626" 
0.626 
0.525 
0.525 
0.626 
0.626 

0.626 
0.626 

10 

11 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.T76 

17. 775 

17. 776 
17.775 
17. 776 
17. 776 

0.525 
0.525 
0.525 
0.625 
0.525 
a  525 

0.626 

12 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 776 
17. 775 
17.  775 
17. 775 
17.  776 
17. 775 

0.525 

13 

14 

16....- 
16 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.  775 
17. 775 

17. 775 
17.775 
17.776 

17. 776 

6.625 
0.625 
0.626 
0.625 
0.626 
0.6a 

0.52S 
0.525 
0.626 
0.526 

17 

18 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.776 
17. 776 
17. 776 
17.776 
17.775 
17.776 

0.526 
0.625 
0.626 
0.526 
0.626 
0.625 

0.626 

19 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 776 
17.776 
17. 776 
17.775 
17.775 
17.776 

0.526 

20 

21 

18.300 
18.300 
19r«00 
18.300 
18.300 
18.300 

17.776 
17.77B 
17.776 
17.776 
17.776 
17. 776 

0.626 
0.626 
0.626 
0.626 
0.626 
0.626 

0.626 
0.526 

22..... 
23 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.  775 
17. 776 
17.776 
17. 776 
17.776 
17.776 

0.626 
0.625 
0.525 
0.625 
0.525 
0.525 

0.626 
0.626 

24 

26 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.776 
17. 775 
17. 775 
17.775 
17.775 
17.775 

0.625 
0.525 
0.625 
0.525 
t).525 
Q.526 

0.626 

26 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.776 
17.7TO 

17. 775 
17.775 
17.776 

17. 776 

0.626 

27 

28 

18.300 
18.300 
18.300 
18.300 
18.300 

17.  776 
17.776 
17.776 
HoUday 
17.776 

0.626 
0.626 
0.625 

0.526 
0.626 

29 

30 

18.300 
18.300 
18.300 

17.776 
17. 776 
17.776 

0.526 
0.625 
0.626 

0.626 
0.626 

31 

0.625 

0.626 

September 

October 

November 

December 

1 

18.300* 

18.300 

18.300 

18.300 

18.300 

17.775* 
17-.  775 
17.775 
17. 776 
17-776 

0.526* 

0.626 

0.626 

0.626 

0.626 

18.300* 
18.300 

17. 776* 
17.776 

0.526* 
0.625 

i. 

2 

3 

18.300e 

18.300 

18.  .^00 

18.300 

18.300 

18.300 

Holiday 

17. 776* 
17.775 
17. 776 
17.775 
17.775 

0.625* 

0.625 

0.526 

0.526 

0.626 

18.300* 
18.300 
18.300 
18.300 
18.300 
18.800 

17. 776* 
17. 775 
17. 775 
17. 775 
17. 775 
17. 775 

0.526* 
0.625 

4 

6 

6 

18.300 
18.800 
18.300 
18.300 
18.300 
18.300 

17.776 
Holiday 
17.776 
17.776 
17.775 
17.776 

0.526 

"6.'625' 
0.626 
0.626 
0.626 

0.526 
0.525 
0.626 

7 

g 

18:300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.776 
17.776 
17.776 
17. 776 
17.776 
Holiday 

0.626 
0.625 
0.526 
0.626 
0.626 

0.626 

9..... 
10 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 776 

17. 775 

17. 776 
17.775 
17.776 
17.  776 

0.625 
0.625 
0.626 
0.525 
0.526 
0.526 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17»775 
17. 776 
17.775 
17.775 
17.775 
17. 776 

0.625 
0.625 

11 

12 

13 

18.300 
18.300 
18. 300 
18.300 
18.300 
18.300 

17. 775 
17.  776 

17. 775 

17. 776 
17.  776 
17. 776 

0.626 
0.625 
0.625 
0.626 
0.625 
0.625 

0.626 
0.626 
0.625 

14 

15 

18.300 

lasoo 

18.300 
18.300 
18.300 
18.300 

17.775 
17.776 
17,776 
17.776 
17. 776 
17.776 

0.525 
.0.626 
0.626 
0.626 
0.626 
0.628 

0.826 

16 

17 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.775 
17.775 
17. 776 
17.775 

17. 775 

17. 776 

0.525 
0.525 
0.625 
0.525 
0.526 
0.626 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.775 
17. 775 
17.775 
17.775 
17.775 
17.776 

0.626 
0.626 

isIIIII 

19 

20 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 776 
17. 776 
17.775 
17.775 
17. 776 
17.776 

0.526 
0.526 
0.625 
0.625 
0.526 
0.526 

0.626 
0.626 
0.626. 

21 

22 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 776 
17.776 
17.775 
17. 776 
17.775 
17. 776 

0.626 
0.626 
0.626 
0.625 
0.525 
0.625 

0.626 

23..'... 
24..... 
26 

26 

27 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.776 
17. 776 
17. 776 
17.776 
17.776 
17. 776 

0.526 
0.525 
0.526 
0.626 
0.626 
0.626 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 776 
17.776 
Holiday 
17.  775 
17. 776 
17. 775 

0.525 
0.626 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.775 

17.775 

17.775 

Holiday 

17. 775 

17. 776 

o!626 

'6."625" 
0.626 

0.525 
0.625 
0.626 

28 

29 

18.300 
18.300 
18.300 
18.300 

17.776 
17. 775 
17. 775 
17. 775 

0.625 
0.626 
0.626 
0.626 

0.626 

30..... 
31 

18.300 

17.776 

0.626 

18.300 
18.300 

17.776 
17. 775 

0.626 
0.625 
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1 

Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1030 

January 

February 

March 

April 

1 

Holiday 
17.  775^ 
17. 776 
17. 776 

0.626^ 
0.525 
0.525 

18.300«i 

17. 776«i 

0.625^ 

18.300^ 

17. 775^ 

0.526«i 

18.300^ 
18.300 
18.300 
18.300 
18.300 

17.776* 

17.776 

17.775 

17. 775 

17. 776 

0.625* 
0.526 

2 

18.300^ 

18.300 

18.300 

3 

4 

5 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 775 
17.775 
17. 775 
17.  775 
17. 775 
17. 775 

0.525 
0.525 
0.525 
0.525 
0.525 
0.625 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 776 
17. 776 
17.  775 
17.  775 
17.  776 
17.  775 

0.525 
0.«26 
0.625 
0.625 
0.625 
0.625 

0.626 
0.625 
0  525 

6 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 775 
17.  775 
17. 775 
17. 775 

17. 775 

17. 776 

0.525 
0.625 
0.525 
0.625 
0.625 
0.525 

7 

8 

9 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 776 
17. 775 
17. 775 
17. 775 
17.775 
17.  775 

0.526 
0.625 
0.626 

10 

11 

12 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 775 
17.  776 
Holiday 
17. 775 
17. 775 
17. 775 

0.525 
0.626 

'0.525' 
0.625 
0.525 

16.300 
18.300 
18. 300 
18.300 
18.300 
18. 300 

17.776 
17.  776 
17. 776 
17. 775 
17.  775 
17.  775 

0.625 
0.625 
0.625 
0.525 
0.525 
0.626 

0.626 
0.625 
0  525 

13 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17. 775 
17.  775 
17.  775 
17.  775 

17. 776 
17.  775 

0.525 
0.526 
0.526 
0.525 
0.525 
0.625 

14..... 

15 

16 

18.300 
14.300 
14.300 
14.300 
14.300 
14.300 
14.300 
14.300 
14.300 
14.300 
14.300 
14.300 
14.300 

17. 776 

13. 775 

13. 776 
13. 7?5 
13. 775 
13.  775 

0.625 
0.525 
0.626 

17 

18 

19 

18.300 
18.300 
18. 300 
18.300 
18.300 
18.300 

17. 775 
17. 775 
17.  775 
17. 775 
17.  775 
HoUday 

0.525 
0.525 
0.526 
0.525 
0.625 

18.300 
18.300 
18. 300 
18.300 
18.300 
18.300 

17.  775 
17.  775 
17.  775 
17. 775 
17.  775 
17. 775 

0.525 
0.525 
0.526 
0.525 
,0.  525 
0.525 

0.525 
0.525 
0.525 

20 

18.300 
18.300 
18.300 
18. 300 
18.300 
18.300 

17. 775 
17. 775 
17. 775 
17. 775 
17.  775 
17.  776 

0.525 
0.525 
0.625 
0.626 
0.625 
0.625 

21 

22 

23 

13. 775 
13. 775 
13. 775 
13.  775 
13.  775 
13. 775 

0.625 
0.625 
0.626 

24 

25 

26 

18.300 
18.300 
18.300 
18.300 
18.300 

17. 776 
17. 776 
17.  775 
17. 775 
17. 775 

0.526 
0.525 
0.625 
0.525 
0.525 

18.300 
18.300 
18.300 
18.300 
18.300 
18.300 

17.  776 
17.  775 
17. 776 
17.  776 
17. 775 
17. 775 

0.625 
0.525 
0.526 
0.625 
0.525 
0.525 

0.525 
0.525 
0  625 

27 

18.300 
18.300 
18.300 
18.300 
18.300 

17. 775 

17. 775 
17.  776 

17. 776 
17.776 

0.526 
0.525 
0.625 
0.525 
0.526 

28 

29 

14.300 
14.300 
14.300 

13. 775 
13. 775 
13. 775 

0. 625 
0.526 

30 

0  526 

31 

18.300 

i7.775 

0.625 

May 

June 

July 

August 

1 

14.300(6 
14.300 
14.300 

13. 775^ 
13. 775 
13.776 

0.525^ 
0.525 
0.525 

12.300^ 

12.300 

12.300 

12.300 

12.300 

11.  725# 
11.276 
11.276 
Holiday 
11.276 

0.675^ 
1.026 
1.025 

.'i."025" 

11.300* 
11.300 

ii.'soo" 

11.300 
11.300 
11.300 
11.300 
11.300 

10.  775* 
10.  775 

16.775" 
10.  776 
10.  775 
10. 776 
10. 776 
10. 776 

0.525* 
0.626 

6.625" 

2 

3 

4 

13.300^ 

13.300 

13.300 

13.300 

13.300 

13.300 

12. 775<i 
12. 775 
12.775 
12. 775 
12.600 
12.600 

0.525< 

0.525 

0.625 

0.525 

0.700 

0.700 

5 

6 

14.300 
13.300 
13.300 
12.800 
12.800 
12.800 

12.825 
12.275 
12.075 
12.150 
12.200 
12.276 

1.475 
1.025 
1.025 
0.650 
0.600 
0.525 

0.525 
0.625 

7 

8 

12.300 
12.300 
12.300 
12.300 
11.800 
11.800 

11.  275 
11. 276 
11.276 
11.275 
11.275 
11.276 

1.025 
1.025 
1.025 
1.025 
0.525 
0.525 

0.525 
0.625 

9 

10 

13.300 
13. 300 
13.300 
13.300 
13.000 
12.560 

12.600 
12.600 
12. 625 
12.150 
11.775 
11.725 

0.700 
0.700 
0.775 
1. 150 
1.225 
0.775 

0.626 

11 

11.300 
11.300 
11.300 
11.300 
11.300 
11.300 

10. 775 
10.  775 
10.525 
10.650 
10.650 
10.660 

0.525 

12 

13 

13.050 
13.300 
13.300 
13.300 
13.300 
13.300 

12.460 
12.700 
12.760 
12.550 
12. 776 
12.776 

0.600 
0.600 
0.550 
0.750 
0.525 
0.625 

0.526 
0.775 

14 

15 

11.800 
11.800 
11.800 
11.800 
11.650 
11.550 

11. 275 
11.025 
11.025 
10.775 
10.  775 
10.  775 

0.626 
0.776 
0.776 
0.026 
0.775 
0.776 

0.650 
0.660 

16 

17...... 

12.300 
12.300 
12.300 
12.300 
12.300 
12.300 

11.  775 
11.  550 
11.350 
11.625 
11.  775 
11.  775 

0.525 
0.750 
0.950 
0.675 
0.525 
0.525 

0.650 

18 

11.300 
11.300 
11.300 
11.300 
11.300 
11.300 

10. 660 
10.650 
10.650 
10.660 
10.650 

lo.eeo 

0.660 

19 

20 

13.300 
13.300 
13.300 
13.300 
13.300 
13.300 

12. 776 
12. 775 
12. 775 
12. 775 
12.775 
12.  776 

0.625 
0.525 
0.525 
0.525 
0.525 
0.525 

0.650 
0.650 

21 

22 

11.550 
11.300 
11.300 
11.300 
11.300 
1L300 

10. 775 
10. 775 
10. 775 

10. 775 

10. 776 
10. 775 

0.775 
0.625 
0.525 
0.525 
0.525 
0.626 

0.650 
0.650 

23 

24 

12.300 
12.300 
12.300 
12.300 
12.300 
12.300 

11. 775 
11.  775 
11.775 
11.775 
11.360 
11.650 

0.525 
0.525 
0.525 
0.525 
0.950 
0.760 

0.650 

25 

11.300 
11.30« 
11.300 
11.300 
11.300 
11.300 

10.650 
10.650 
10. 650 
10.660 
10.650 
10.650 

0.650 

26 

27 

13.300 
13.300 
13.300 
13.300 
13.300 
13.300 

12. 775 
12. 775 
12.  776 
12. 775 
Holiday 
12. 775 

0.525 
0.625 
0.525 
0.526 

'0.'625" 

0.650 
0.650 

28..-.. 
29 

11. 300 
11.300 
11.300 
11.300 

10. 775 

10. 775 

10. 776 
10.775 

0.625 
0.526 

o.to 

0.525 

0.650 
0.650 

30 

31 

12.300 

11.700 

0.600 

0.660 

124491 — 41— pt.  25- 
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1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Fi^eign 

2 

Domes- 
tic 

3 

Bxcess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

Domes- 
tic 

3 

Excess 
For- 
eign 

1930 

September 

October 

November 

December 

1 

11.300^ 

11.300 

11.300 

11.300 

11.300 

11.300 

10.300* 
10.300 
10.300 
10.300 

9.776* 
9.775 
9.776 
9.776 

0.626* 
0.525 
0.525 
0.526 

9.800* 

9.275* 

0.525* 

12.300* 

12.300 

12.300 

12.300 

12.300 

12.300 

10. 775* 
11.275 
11.025 
11.150 
10.900 
10.900 

1.626* 

2 

10.650* 
10.650 
10.650 
10.650 
10.600 

0.650* 
0.650 
0.650 
0.650 
0.700 

1.025 

3 

4 

5 

9.800 
9.800 
9.800 
9.800 
9.800 
9.800 

9.275 
Holiday 
9.275 
9.275 
9.275 
9.275 

0.525 

6."  525" 

0.525 
0.626 
0.525. 

1.275 
1.150 
1.400 

6 

7 

10.300 
10.300 
10.300 
10.300 
10.300 
10.300 

9.775 
9.775 
9.775 
9.775 
9.775 
9.775 

0.626 
0.625 
0.625 
0.525 
0.525 
0.525 

1.400 

8 

g 

11.300 
11.300 
11.300 
11.300 
11.300 
11.300 

10.600 
10.600 
10.625 
10. 650 
10.400 
10.400 

0.700 
0.700 
0.775 
0.650 
0.900 
0.900 

12.300 
12.300 
11.300 
11.300 
11.300 
11.300 

10.650 
10. 525 
10.650 
10. 275 
10. 150 
10;  025 

1.660 
1.775 

10 

11 

12 

9.800 
9.800 
9.800 
10.300 
10.800 
12.300 

9.275 
9.275 
9.776 
10.075 
10.800 
11.400 

0.  625 
0.625 
0.025 
0.225 

1.650 
1.025 
1.150 

13 

14 

10.300 
10.300 
10.300 
10.300 
10.300 
10.300 

Holiday 
9.775 
9.775 
9.775 
9.775 
9.775 

"6."625" 
0.525 
0.525 
0.525 
0.525 

1.275 

15 

16 

17 

18 

19 

11.300 
11.050 
11.050 
11-.  060 
10.800 
10.800 

10.300 
10.275 
10.276 
10.276 
10.276 
10.276 

1.000 
0.775 
0.775 
0.  775 
0.525 
0.525 

0.900 

11.300 
10.800 
10.800 
10. 300 
10. 300 
10.300 

9.975 
9.976 
9.975 
9.976 
9.975 
9.975 

1.325 
0.826- 

12.300 
12.300 
12.300 
12.300 
12.300 
12.300 

11.525 
11.275 
11.026 
10.  213 
10.276 
10. 276 

0. 775 
1.025 
1.275 
2.087 
2.025 
2.025 

0.825 
0.325 
0.325 

20 

21 

10.300 
10.300 
10.300 
10.300 
10.300 
9.800 

9.650 
9.525 
9.526 
9.275 
9.276 
9.276 

0.650 
0.776 
0.775 
1.025 
1.026 
0.525 

0.325 

22 

23,.— 

24 

25 

28 

10.800 
10.800 
10. 800 
10.800 
10.800 
10.800 

10.160 
10.150 
10.025 
10.025 
9.900 
9500 

0.650 
0.650 
0.775 
0.775 
0.900 
0.900 

10.300 
10.550 
10.550 

"io.'Mo' 

10.550 

9.900 
10.075 
10.026 
Holiday 
10.026 
10.025 

0.400 
0.475 

12.300 
12.300 
12.300 
12.300 
12.300 
12.300 

10.275 
10.150 
10.275 
Holiday 
10.400 
10.650 

2.026 
2.150 
2.025 

"i."966' 
1.650 

0.525 
"6."525* 

27 

28 

9.800 
9.800 
9.800 
9.800 
9.800 

.  9.275 
9.276 
9.275 
9.275 
9.276 

0.626 
0.625 
0.526 
0.525 
0.626 

0.625' 

29 

30 

10.800 
10.300 

9.775 
9  776 

1.025 

^  KM 

ia550 
10.800 
10.800 

10.250 
10.275 
10.  275 

0.300 
0.625 

31 

0.525 

leii 

J 

ajiuary 

February 

March 

April 

1 

10.800* 
10.800 
10.800 

Holiday 
10.275* 
10.275 

•10. 300* 
10. 300 
10.300 
10.300 

9.625* 
9.425 
9.276 
9.275 

0. 775* 

2 

3 

4 . 

0.626* 
0.626 

10.050* 
10.050 
10.050 
10.050 
10.050 
9.800 

9.525* 
9.275 
9.275 
9.275 
9.350 
9.275 

0.625* 
0.776 
0.776 
0.776 
0.700 
0.625 

10.800* 
10.800 
10.800 
10.800 
10.800 
10.800 

10.275* 
10.275 
10.275 
10.275 
10. 026 
10.026 

0.525* 
0.625 
0.625 
0.625 
0.776 
0.776 

0.725 
1.025 
1.025 

6:.... 

6 

7 

8..... 

9 

10 

11 

10.800 
10.800 
10.800 
10.800 
10.550 
10.300 

10.275 
10.275 
10.026 
9.900 
9.775 
9.775 

0.525 
0.526" 
0.776 
0.900 
0.776 
0.626 

10.300 
10.300 
10.300 
10.300 
10.300 
10.300 

9.275 
9.276 
tf.525 
9.626 
9,525 
9.775 

1.025 
1.026 
0.776 

9.800 
10.050 
10.300 
10.300 
10.300 
10.300 

.    9.276 
9.675 
9.775 

Holiday 
9.775 
9.776 

0.625 
0.475 
0.625 

6."526" 
0.626 

10.800 
10.800 
10.800 
10.300t 
10.300t 
10.  650 

10. 025 
9.800 
9.800 
9.900 
9.776 
9.776 

0.776 
1.000 
1.000 
0.400 
0.525 
0. 775 

0.775 
0.  775 
0.525 

12..... 

13 

14 

16 

10.300 
10.300 
10.300 
10.300 
10. 300 
10.300 

9.776 
9.776 
9.775 
9.775 
9.775 
9.776 

0.626 
0.626 
0.525 
0.525 
0.625 
a  625 

10. 300 
10.300 
10.300 
10.300 
10.300 
10.300 

9.776 
9.775 
9.525 
9.600 
9.300 
9.275 

0.525 
0.525 
0.775 

16 

17 

18 

10.300 
10.300 
10.300 
10.650 
10.560 
10.550 

9.775 
9.775 
9;  900 
10.025 
10.025 
10.025 

0.625 
0.625 
0.400 
0.525 
0.626 
0.625. 

10.550 
10.550 
10.650 
10.550 
10.650 
10.550 

9.776 
9. 77  5 
9.775 
9.775 
9.775 
9.775 

0. 775 
0.775 
0.775 
0.776 
0.776 
0.776 

0.800 
1.000 
1.025 

19 

20 

21 

22 

10.300 
10.300 
10.300 
■10.300 

ia3oo 

10. 300 

9.776 
9.776 
9.775 
9.775 
9.775 
9.775 

0.525 
0.525 
0.525 
0.525 
0.525 
0.626 

10.050 
10.050 
10.050 
10.060 
10.060 
10.050 

9.276 
9.275 
9.276 
9.275 
9.275 
9.276 

0.778 
0.775 
0.776 

23 

24 

26    ... 

10.650 
10.660 
10.550 
-   10.550 
40.550 
10.650 

Holiday 
10.026 
10.025 
10.025 
10.025 
10.160 

'6.'525' 
0.526 
0.526 
0.526 
0.400 

10.650 
10.300t 
10.300 
10.300 
10.300 
10.300 

9.775 
9.776 
9.775 
9.775 
9.650 
9.626 

0.775 
0.525 
0.625 
0.625 
0.650 
0.775 

0.776 
0.776 
0.776 

26 

10.300 
10.300 
10.300 

lasoo 

10.300 
10.050 

9.775 
9.776 
9.776 
9.525 
9.625 
9.626 

0.525- 
0.525 
0.526 
0.775 
a  775 
0.525 

27 

28.-.;. 
29 

10.060 
10.060 
9.800 
9.800 

9.275 
9.276 
9.226 
9.213 

0.776 
0.775 
0.676 

80 

10.300 
10.300 

9.525 
9.525 

0.775 
0.775 

0.687 

31 

fAdditional  tonnage  at  10.650*. 

"Rrepared  by  R,  R.  Eckert  former  manager  of  Copper  Exporters,  Inc. 
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Comparison  of  domestic  prices  and  foreign  prices  of  Copper  Exporters,  Inc., 
1926-1931— Contmued 


1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 
Foreign 

2 

Domes- 
tic 

3 

Excess 
•  For- 
eign 

1 

Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1 

Foreign 

2 

Domes- 
tic 

3 

Excess 
For- 
eign 

1931 

May 

June 

Jiily 

August 

1 

2  .  -- 

9.8000 
9.800 

9.025fi 
8.900 

0.  775«; 
0.900 

9. 0250 

8.776 
8.776 
8.525 
8.525 
8.525 

8.  ISOfi 

7.850 

7.775 

7.975 

8.025 

8.025 

0.8750 

0.925 

1.000 

0.550 

0.500 

0.500 

9.2750 
9.275 
9.275 
9.275 

8.1500 

8.400 

8.275 

Holiday 

1.1250 
0.875 
1.000 

8.2500 

7.2750 

0.9750 

3     .- 

8.250 
8.0OO 
8.000 
8.000 
.  8.000 
8.000 

7.625 
7.276 
7.275 
7.275 
7.400 
7.275 

0.726 

4 

5     . 

9.800 

9.800 

9.800 

9. 775  ■ 

9.775 

9.775 

8.775 
8.775 
8.775 
8.775 
8.775 
8.775 

1.025 
1.025 
1.025 
1.000 
1.000 
1.000 

0.725 
0.725 

6 

7 

9.275 
9.275 

8.775 
8.775 
8.776 
8.250 

8.150 
7.960 
7.775 
7.776 
7.775 
7.775 

1.125 
1.325 
1.000 
1.000 
1.000 
0.  475 

0.726 
0.600 

8 

9 

8.525 
8.52.5 
8.626 
8.525 
8.525 
8.525 

8.025 
8.025 
8.025 
8.026 
7.776 
7.775 

0.500 
0.500 
0.500 
0.500 
0,760 
0. 750 

0.726 

10 

8.000 
8.000 
8.000 
8.000 
8.000 
8.000 

7.275 
7.276 
7.276 
7.276 
7.275 
7.275 

0.726 

11 

12 

9.775 
9.775 
9.525 
9.625 
9.525 
9.525 

8.775 
8.776 
8.775 
8.775 
8.775 
8.775 

1.000 
1.000 
0.750 
0.750 
0.750 
0.750 

0.726 
0.725 

13 

14 

8.250 
8.250 
8.250 
8.250 
8.250 
8.260 

7.525 
7.525 
7.525 
7.525 
7.626 
7.650 

0.725 
0.725 
0.725 
0.725 
0.725 
0.600 

0.725 
0.725 

15 

16  ..-- 

8.525 
8.525 
8.625 
8.275 
8.275 
8.275 

7.825 
7.775 
7.775 
7.775 
7.560 
7.726 

0.700 
0.750 
0.750 
0.500 
0.726 
0.550 

0.725 

17 

8.000 
8.000 
8.000 
8.000 
8.000 
8.000 

7.275 
7.276 
7.275 
7.275 
7.275 
7.275 

0.726 

18 

19  .... 

9.275 
9.275 
9.275 
9.275 
9.275 
9.275 

8.775 
8.775 
8.525 
8.325 
8.400 
8.650 

0.500 
0.500 
0.750 
0.950 
0.875 
0.625 

0.726 
0.725 

20 

21     - 

8.250 
8.250 
8.250 
8.260 
8.250 
8.250 

7.713 
7.650 
7.650 
7.650 
7.463 
7.463 

0.537 
0.600 
0.600 
0.600 
0.787 
0.787 

0.725 
0.726 

22 

23 

8.275 
8.525 
8.' 775 
8.900 
8.900 
8.900 

7.775 
8.025 
8.276 
8.360 
8.525 
8.525 

0.500 
0.600 
0.500 
0.550 
0.475 
0.375 

0.725 

24 

8.000 
8.000 
8.000 
8.000 
8.000 
8.000 

7.275 
7.275 
7.275 
7.350 
7.275 
7.275 

0.726 

25 

26 

9.275 
9.275 
9.025 
9.025 
9.025 
9.025 

8.525 
8.525 
8.350 
8.275 
8.275 
Holiday 

0.750 
0.750 
0.675 
0.750 
0.760 

0.726 
0.725 

27 

28 

8.250 
8.250 
8.250 
8.250 
8.250 

7.626 
7.625 
7.526 
7.375 
7.300 

0.726 
0.726 
0. 725 
0.875 
0.960 

0.650 
0.725 

29 

30 

8.900 
9.275 

8.775 
8.525 

0.125 
0.750 

0.725 

31     V 

8.000 

7.275 

0  725 

September 

October 

J.  November 

December 

1 

8.000(< 
8.000 
8.000 
-8.000 
8.000 

7. 275fi 
7.275 
7.275 
7.275 
.7.275 

0. 725«i 

0.725 

0.725 

0.725 

0.725 

7.000(S 

7.000 

7.000 

6.  776(i 
6.775 
6.775 

0.2250 
0.225 
0.225 

7.0000 

7.000 

7.000 

7.000 

7.000 

.  6.2750 
6.275 
6.275 
7.275 
6.275 

0. 7250 

2..... 
3 

7.0000 
7.000 
7.000 
7.000 
7.000 
7.000' 

6.7750 

0.2250 

0.726 
0.725 

4 

6,775 
6.775 
6.775 
6.775 

0.225 
0.225 
0.225 
0.225 

0.725 

5 

6 

7.000 
7.000 
7.000 

7.ooa 

7.000 
7.000 

6.775 
6.776 
6.775 
6.775 
6.775 
6.775 

0.225 
0.226 
0.225 
0.225 
0.225 
0.225 

0.726 

7 

8.000 
8.000 
8.  COO 
7.750 
7.750 
7.750 

7.000 
7.000 
7.000 
7.000 
7.000 
7.000 

6.275 
6.276 
6.275 
6.276 
6.276 
6.150 

0.725 

8 

7.275 
7.275 
7.150 
7.150 
7.150 

0.725 
0.725 
0.600 
0.600 
0.600 

0.725 

9 

10 

11 

7.000 
7.000 
7.000 
7.000 
7.000 
7.000 

6.775 
6.775 
6.775 
6.776 
6.775 
6. 775 

0.225 
0.225 
0.225 
0.225 
0.225 
0.225 

0.725 
0.725 
0: 725 

12 

7.000 
7.000 
7.000 
7.000 
7.000 
7.000 

0  850 

13 

6.775 
6.776 
6.775 
6.776 
6.  776  ■ 

0.225 
0.225 
0.225 
0.225 
0.225 

14 

15 

7.750 
7.750 
7.600 
7.500 
7.500 
7.000 

7.025 
7.025 
6.975 
6.775 
6.775 
6.775 

0.725 
0.725 
0.525 
0.625 
0.525 
0.225 

7.000 
7.000 
7.000 
7.000 
7.600 
7.500 

6.160 
6.276 
6.276 
6.575 
6.650 
7.026 

0.850 
0.725 

16 

17 

18 

7.000 
7.000 
-  7.000 
7.000 
7.000 
7.000 

6.775 
6.775 
6.525 
6.275 
6.275 
6.150 

0.225 
0.225 
0.475 
0.725 
0.725 
0.850 

0.725 
0.425. 
0.860 

19 

20 

7.000 
7.000 
7.000 
7.000 
7.000 
7.000 

6.775 
6.775 
6.775 
6.775 
6.775 
■   6.776 

0.225 
0.265 
0.225 
0.225 
0.225 
0.226 

0.475 

21 

22 

7.000 
7.000 
7.000 
7.000 
7.000 
7.000 

6.775 
6.775 
6.775 
6.775 
6.775 
6.775 

0.225 
0.225 
0.225 
0.225 
0.225 
0.225 

7.500 
7.600 
7.600 
7.600 

7.026 
7.026 
7.025 
7.026 

0.475 
0. 475 

23 

24 

25 

7.000 
7.000 
■  7.000 
7.000 
7.000 
7.000 

6. 150 
6.150 
6.150 

0.850 
0.850 
0.850 

0.476 
0.476 

26 

7.000 
7.000 
7.000 
7.000 
7.000 
7.000 

6.776 
6.775 
6.775 
6.775 
6.775 
6.775 

0.225 
0. 225 
0.225 
0.225 
0.226 
0.225 

7.600 

7.025 

0.475 

27 

6.275 
6.525 

0.725 
0.475 

28 

29..... 

7.000 
7.000 
7.000 

6.775 
6.775 
6.775 

0.225 
0.225 
0.225 

7.600 
7.600 
7.600 
7.500 

7.025 
7.025 
7.026 
7.026 

0. 476 
0. 475 

30 

31 

7.000 

6.275 

0.726 

0. 476 
0.475 
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33  Rector  Street,  New  York,  April  25,  1934- 
The  following  base  prices  for  Connecticut  Valley  delivery  have  beeh  filed  in 
accordance  with  New  Article  VII,, Section  2,  effective  April  26,  1934: 

American  Metal  Co.,  Ltd^ 8.  500 

American  Smelting  &  Refining  Co 8.  50{i 

Anaconda  Copper  Mining  Co ^ 8.  50J5 

Calumet  &  Hecla  Cons.  Copper  Co 8.  50<5 

Cons.  Coppermines  Corp.,  daily  average 

Copper  Range  Co 8.  50^ 

Kennecott  Copper  Corp 8.  50^ 

Lewin  Metal  Corp 

Magma  Copper  Co. 8.  50fi 

Miami  Copper  Co. 8.  500 

Nichols  Copper  Co 8.  500 

Phelps  Dodge  Corp 8.  500 

Tennessee  Copper  Co 8.  500 

United  Verde  Copper  Co 8.  500 

United  Verde  Ext.  Mining  Co. 

R.  R.  ECKERT, 

Sales  Clearing  Agent, 
Certified  Copy. 

R.  R.  ECKERT, 

Secretary. 
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Copper  Code  Authority, 
26  Broadway,  New  York,  June  12,  19S4. 

Memorandum  for  the  Code  Authority 

A  price  of  90  per  pound,  delivered  Connecticut  Valley,  subject  to  existing 
differentials,  was  filed  in  the  afternoon  of  June  11th  by  the  following  members, 
such  price  to  be  effective  at  the  beginning  of  business  June  12th: 

American  Metal  Co.  Ltd. 
•American  Smelting  &  Refining  Co. 
^Anaconda  Copper  Mining  Co. 
Calumet  &  Hecla  Cons.  Copper  Co. 
Consolidated  Coppermines  Corp. 
Kennecott  Copper  Coi^. 
Lewin  Metals  Corp. 
Miami  Copper  Co. 
Tennessee  Copper  Co. 
Nassau  Smelting  &  Refining  Co. 

Certified  Copy. 

R.  R.  ECKERT, 

Secretary. 


Exhibit  No.  2155 
Minutes  of  Meeting  of  the  Copper  Industry,  April  16,  1935 

A  meeting  of  the  Copper  Industry  was  held  on  Tuesday,  April  16,  1935,  at 
12:10  A.  M.,  in  the  Board  Room  of  the  Copper  Code  Authority,  at  26  Broadway, 
New  York. 

CompanieS^  comprising  the  Copper  Industry  were  represented  as  follows : 

Kennecott  Copper  Corporation  by  Mr.  E.  T.  Stannard,  Mr.  C.  T.  Ulrich, 

Mr.  R.  C.  Klugescheid. 
Anaconda  Copper  Mining  Company  by  Mr.  R.  E.  Dwyer. 
Phelps  Dodge  Corporation  by  Mr.  J.  F.  McClelland. 
American  Metal  Company  by  Mr.  B.  N.  Zimmer. 
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Americaji  Smelting  &  Refining  Co.  by  Mr.  F.  H.  Brownell. 
Calumet  &  Hecla  Cons.  Copper  Co.  by  Mr.  A.  D.  Nicholas. 
Miami  Copper  Company  by  Mr.  E.  H.  Westlake,  Mr.  A.  H.  Singer. 
Magma  Copper  Company  by  Mr.  Carroll  Searls. 
Nichols  Copper  Company  by  Mr.  W.  C.  Bennett. 
Copper  Range  Company  by  Mr.  W.  P.  Todd. 
Consolidated  Coppermines  Corp.  by  Mr.  Thos.  Bardon. 

Also,  Mr.  Clinton  H.  Crane,  Mr.  H.  O.  King,  Mr.  A.  E.  Petermann,  Mr.  R.  R. 
Eckert. 

Mr.  Stannard  presided. 

Mr.  Eckert  acted  as  Secretary.  '' 

Mr.  Petermann  presented  a  draft  of  a  letter  to  the  Finance  Committee  of  the 
United  States  Senate.  After  discussion  on  motion  duly  made,  seconded  and 
carried,  it  was 

(1)  Resolved:  That  Mr.  A.  E.  Petermann  acting  as  Secretary  of  the  United 
States  Copper  Association  be  and  he  is  hereby  authorized  and  instructed  to  sign 
and  mail  letter  to  the  Finance  Committee  of  the  United  States  Senate  in  the 
attached  form  and  it  was  further 

(2)  Resolved:  That  a  committee  of  four  persons  be  appointed  with  which 
Mr.  Petermann  may  consult  regarding  further  action  in  connection  with  legisla- 
tion in  which  the  Copper  Industry  may  be  interested. 

The  Chairman  appointed  the  following  persons:  Mr.  C.  F.  Kelley,  Mr.  J.  F. 
McClelland,  Mr.  F.  H.  Brownell,  Mr.  E.  H.  Westlake. 
The  meeting  adjourned. 
Certified  Copy. 

R.  R.  Eckert, 

Secretary, 


Committee  on  Finance, 

United  States  Senate,  Washington,  D.  C. 

Gentlemen;  The  Copper  Industry  in  the  United  StaHies  has  given  considera- 
tion to  certain  proposed  legislation  for  the  extension  of  the  National  Industrial 
Recovery  Act. 

It  is  opposed  to  Senate  BiU  No.  2445,  for  the  reason  that  the  bill  not  only  fails 
to  meet  the  requirements  and  necessities  of  the  Industry  but  is  also  objectionable 
in  that  it  subjects  the  Industry  to  the  jeopardy  of  an  undue  measure  of  involun- 
tary control. 

The  Industry  is  in  favor  of  the  enactment  of  legislation  which  will  permit  its 
members  to  cooperate  voluntarily,  particularly  with  reference  to  production,  the 
liquidation  of  surplus  stocks,  the  marketing  of  its  product  and  the  adoption  of 
rules  of  fair  competition. 

The  Industry  respectfully  suggests  that  the  legislation  necessary  for  this  pur- 
pose whether  enacted  independently  or  as  a  component  part  of  legislation  extend- 
ing the  National  Industrial  Recovery  Act  take  a  form  similar  to  that  of  the 
Capper- Volstead  Act  applying  to  agriculture  enacted  in  1922  and  in  effect  since 
that  time.  With  some  slight  modifications,  both  the  substance  and  the  language 
of  that  Act  can  be  adapted  to  cover  the  needs  of  the  Copper  Industry  and  the 
Industry  therefore  brings  the  subject  of  that  type  of  legislation  to  the  attention 
of  your  Committee  at  this  time  and  asks  that  it  be  given  consideration  in  the 
formulation  of  any  legislation  affecting  this  Industry. 

Respectfully  Submitted. 

United  States  Copper  Association, 
By ,  Secretary. 

Certified  Copy. 

R.  N.  Eckert,  Secretary. 
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Share  of  Foreign  Production  of  Copper  Controlled  by  Participants  in  the  International 

Agreement,  19S5-19S8 

[Amount  in  short  tons] 


Company 


1036 


1036 


1037 


1038 


Total  foreign  production ' 

Foreign  production,  exclusive  of  Russia  i 

Production  by  participants  in  agreement: ' 

Amount - 

Per  cent  of  total  foreign  production 

Per  cent  of  foreign  production,  exclusive  of  Russia. 

United  States  participants 

For  Anaconda -. 

Chile.— — 

Andes 

Cananea 

For  Kennecott— Braden — . 

Foreign  participants ' 

Bor 

Katanga -- 

Mufulira 

Rhokana --. 

Roan  Antelope -.-..- -. 


1,236,032 
1, 167, 215 


1, 233, 550 
1,142.050 


1,669,131 
1, 567, 168 


1,630.837 
1,522,812 


618, 377 
50.0 
53.0 

203,670 


574,664 
46.6 
50.3 

271, 747 


885,506 
63.1 
66.5 

441,071 


792. 116 
48.6 
52.0 

371. 766 


181, 660 


169, 703 


282,885 


230, 732 


131,004 
28,641 
21,026 


123,433 
30,027 
16,243 


200,402 
60,478 
22,006 


163, 213 
60,880 
16,630 


112,010 


102,044 


169,085 


132, 034 


324,707 
42,689 

118, 600 
30,800 
67, 614 
64,806 


302,017 
43,126 

105,454 
33, 860 
62,590 
57,888 


443.525 
43. 137 

165, 993 
50,164 
95,488 
88,753 


420,350 
46.288 
« 136, 700 
67, 105 
90,145 
80. 112 


«  Based  largely  on  blister  output. 

•  Excluding  Rio  Tinto  for  which  figures  were  not  reported. 

» Unofficial. 

Source:  Prepared  by  the  staff  of  the  T.  N.  E.  O.  from  figures  of  the  American  Bureau  of  Metal  Statistics. 
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March  28,  1935. 


Memorandttm  of  Provisions  Covering  Curtailment  and  Production  Con- 
trol OF  African,  South  American,  and  European  Producers 

Recital. — The  purpose  of  the  above  mentioned  producers  in  participating  in  this 
memorandum  is  to  bring  about  better  conditions  in  the  production,  distribution 
and  marketing  of  copper  throughout  the  world  outside  of  the  United  States,  and 
it  is  specifically  provided  that  none  of  the  terms  hereof  shall  apply  to  the  United 
States.     Accordingly: 

Article  /.^Mine  production  shall  be  curtailed  from  agreed  basic  tonnage  as  set 
out  in  Schedule  "A"  hereto  attached  and  made  a  part  hereof  to  the  extent  of  20%, 
effective  not  later  than  May  1,  1935.  For  example,  a  cooperating  producer  whose 
basic  production  is  10,000  tons  shall  not  produce  more  than  8,000  tons  in  the 
month  of  May  1935.  The  foregoing  is  subject  to  the  exceptions  stated  in 
Schedule  "A". 

Article  ^.-rMine  production  shall  be  curtailed  from  agreed  basic  tonnage  to 
extent  of  30%,  effective  not  later  than  June  1,  1935,  and  shall  continue  at  that 
rate  until  changed  by  the  Control  Committee  hereinafter  provided  for.  For 
example,  a  cooperating  producer  whose  basic  production  is  10,000  tons  shall  not 
produce  more  than  7,000  tons  in  the  month  of  June  1935  and  following  months 
subject  to  modification  as  herein  provided.  The  foregoing  is  subject  to  the 
exceptions  stated  in  Schedule  "A". 

Article  S. — If  curtailment  in  excess  of  30%  of  the  basic  production  tonnage  is 
decided  upon  by  the  Control  Committee  herein  provided  for,  such  further  cur- 
tailment shall  not  become  effective  in  any  event  prior  to  October  1,  1935,  unless 
an  earlier  date  is  satisfactory  to  all  participants.  Any  curtailment  in  excess  of 
30%  shall  be  conditioned  upon  participants  having  contracts  for  which  they  have 
insuflBcient  copper  being  able  to  make  equitable  arrangements  to  supply  their 
commitments.  Curtailment  in  excess  of  40.%  shall  be  voluntary.  Increases  in 
production  above  basic  tonnages  shall  be  ft  matter  to  be  considered  by  all 
participants. 
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The  curtailment  and  production  control  shall  take  into  account  the  consump- 
tive demand. 

Article  4- — In  the  event  that  any  participant  has  a  partial  or  complete  cessation 
of  production  during  the  period  of  this  agreement,  said  participant  shall  have  the 
right  to  make  up  any  productipn  so  lost. 

Article  6. — A  Control  Committee  shall  be  set  up  and  the  voting  thereof  shall  be 
conducted  in  accordance  with  Schedule  "C"  hereto  attached.  The  functions  of 
this  Committee  shall  be: 

(a)  To  arrange  for  the  gathering  and  distribution  of  statistics; 

(b)  To  arrange  for  increases  or  decreases  in  production,  in  accordance  with 
Articles  2  and  3  and  Schedule  "A"; 

(c)  To  receive,  consider  and  decide  questions  relating  to  interpretations  of  this 
memorandum;  - 

(d)  To  consider  and  advise  upon  any  matters  arising  under  this  memorandum 
submitted  to  it  by  any  of  the  participants; 

(e)  To  hear  complaints  relative  to  alleged  breaches  of  this  memorandum.  If 
the  Committee,  after  a  hearing  and  after  full  consideration,  is  of  the  opinion  that 
any  participant  has  committed  a  breach  it  shall  give  notice  to  the  ofifending  par- 
ticipant to  remedy  the  breach  within  a  reasonable  time  fixed  by  the  Committee. 
The  participants  agree  to  abide  by  the  decision  of  the  Committee,  No  repre- 
sentative of  a  participant  against  whom  a  complaint  of  breach  of  this  memo- 
randum is  made  shall  sit  upon  the  Committee  which  decides  whether  such  breach 
has  been  made. 

Article  6. — A  Committee  consisting  of  five  members  (to  be  made  up  in  accord- 
ance with  Schedule  "D"  hereto  attached)  shall  be  appointed  to  supervise  and 
enforce  the  trade  practices  herein  agreed  upon  and  set  forth  in  Schedule  "B"  in 
the  markets  to  which  this  memorandum  applies.  Such  Committee  shall  under- 
take a  study  of  the  entire  problem  of  the  cooperative  marketing  of  copper  in  such 
markets  and  shall  make  a  final  report  of  its  recommendations  to  the  participants 
as  soon  as  practicable,  for  acceptance  by  all  participants.  The  basic  quotas  of 
production  herein  respectively  agreed  upon  by  the  participants,  and  the  rate  of 
production  fixed  from  time  to  time  in  the  manner  herein  provided  shall  continue 
until  July  1,  1938,  provided  there  has  been  a  unanimous  acceptance  of  the  report 
specified  herein  not  later  than  April  1,  1936.  This  memorandum,  however,  may 
on  unanimous  consent  be  extended  for  a  further  period  beyond  July  1,  1938,  and 
for  the  purpose  of  considering  such  extension  a  meeting  of  the  participants  shall 
be  called  not  later  than  six  months  prior  to  the  expiration  date. 

The  trade  practices  and  the  marketing  report  of  said  Committee  on  its  accept- 
ance, except  as  may  be  modified  by  the  unanimous  consent  of  the  parties  affected, 
shall  run  as  to  term  contemporaneously  with  the  said  production  curtailment 
and  control  as  herein  provided. 

Article  7. — If  in  the  opinion  of  any  participant  a  case  of  force  majeure  has 
arisen  which  renders  this  memorandum  in  its  present  form  inequitable  or  un- 
workable such  participant  shall  report  the  fact  to  the  Control  Committee  which 
shall  promptly  investigate  and  make  recommendations.  If,  after  discussion,  such 
recommendations  are  not  accepted  by  all  the  participants  the  Committee  shall 
declare  the  arrangernent  at  an  end. 


Schedule   "A". — Production  Schedule  for   Members  of  the   Cooperating   Group, 
First  Period  Ending  December  31,  1936 

[Production  in  Stiort  Tons  Per  Month] 


Curtailment 


Chile- 
Andes- 
Qreene 
Group 


Ka- 
tanga 


Rhoi 
kana 


Roan 


Mufu- 
lira 


Rio 
Tinto 


(a)  Basic  tonnage 

(b)  5% 

(c)  l6%........... 

(d)  15% 

(e)  20% 

(0   25% 

(g)  30%, 

(h)  35%. 

(1)   40% 


18,500 
17, 575 
16,650 
16,726 
14,800 
13, 875 
12,950 
12,025 
11,100 


11,000 
10,450 
9,900 
9,350 
8,800 
8,250 
7,700 
7,150 
6,600 


6,720 
6,384 
6,048 
5,712 
5,376 
6,040 
4,704 
4,368 
4,032 


3,730 
3,543 
3,356 
3,170 
2,984 
2,797 
2,811 
2,424 
2,238 


3,172 
3,013 
2,865 
2,696 
2,638 
2,370 
2,220 
2,002 
1  008 
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MEMORANDUM 

Conditioned  upon  the  acceptance  by  the  cooperating  group  of  the  respective 
positions  defined  in  this  Schedule  "A",  the  Bor  Company,  through  Mr.  Bellanger, 
stated  that  its  maximum  production  would  be  as  follows : 

For  the  calendar  years  1935 39,000  metric  tons; 

For  the  calendar  years  1936  and  1937  respectively 38,000  metric  tons. 

In  the  event  of  a  curtailment  of  40%  by  the  cooperating  producers,  Bpr  will 
curtail  to  37,000  metric  totos  as  a  maximima  production  for  the  calendar  years 
1936  and  1937. 

Mr.  Bellanger  presented  the  following  schedule  of  production  for  the  Bor 
Company : 


When  cooperating  members  curtail 


Bor's  Production  will 
not  exceed  (short 
tons  per  month) 


1936  & 
there- 
after 


(0,)  Basic  tonnage 

(b)  6% 

(c)  10% 

(d)  16%_ 

(e)  20%.... 

(f)  26% 

(g)  30% 


4,400 
4,263 
4,125 
3,988 
3,850 
3,713 
3,575 


4,400 
4,248 
4,097 
3,945 
3,794 
3,641 
3,489 


Note. — The  Bor  position,  as  herein  set  out,  is  not  accepted  as  final  by  the  other  participants.  Its  proposal 
is  included  herein  tentatively  with  the  understanding  that  representations  will  be  made  by  the  other  par- 
ticipants through  Mr.  Bellanger,  in  the  eSort  to  induce  the  Board  of  Directors  of  the  Bor  Company  to  fix 
a  production  position  more  nearly  in^accord  with  tbafof  the  other  participants. 


Supplemental    Schedule     "A". — Net    Relative    Productions- 
January  1,  1937  to  September  SO,  1937 

(Production  in  Short  Tons  Per  Month) 


-Second    Period, 


Curtailment 

Chile- 
Andes- 
Qreene 
Group 

Katan- 
€a 

Braden 

Rho- 
kana 

Roan 

Muful- 
ira 

Rio 
Tinto 

(a)  Basic  Tonnage  less  Muf  ulira  Allowance. . 

(b)  6% 

18,500 
17,675 
16,650 
15, 726 
14, 800 
13, 875 
12,950 
12,025 
11,100 

10, 809 
10,  269 
9,728 
9,188 
8,647 
8,107 
7,666 
7,026 
6,486 

10,785 
10,246 
9,706 
9,168 
8,628 
8,089 
7,649 
7,010 
6,471 

6,529 
6,203 
5,876 
5,550 
5,223 
4,897 
4,570 
4,244 
3,917 

6,507 
6,181 
5,856 
6,531 
5,206 
4,880 
4,656 
4,229 
3,904 

4,640 
4,407 
4,176 
3,943 
3,712 
3,478 
3,248 
3,016 
2,785 

3,110 
2,964 

(c)  10% 

2,799 

Id)  16% 

2,643 

2,489 

IfJSl I'"'::       ::::::: 

2,333 

(k)  30v 

2,177 

(h)  35% , 

2,022 

0)   40% ^ 

1,866 

Table   Showing    Computation    of    Tonnages    Contributed    by    Producers   to    Offset 
Muf  ulira  Tonnage  Increase  in  Second  Period,  January  1, 1937  to  Sept.  SO,  19S7 

[Short  Tons  Per  Month] 


Curtailment 


Eatan- 

ea 

Braden 

Rho- 
kana 

Roan 

Muf  ul- 
ira 

Bor 

Rio 
Tinto 

17% 

17% 

17% 

19% 

19% 

B.6% 

6.6% 

181 

181 

181 

203 

203 

59 

•    59 

172 

172 

172 

192 

192 

56 

56 

162 

162 

162 

181 

181 

63 

53 

163 

153 

163 

171 

171 

49 

49 

143 

143 

143 

160 

160 

46 

46 

134 

134 

134 

149 

149 

43 

43 

124 

124 

124 

139 

n9 

40 

40 

115 

116 

115 

128 

128 

37 

37 

Total 


100% 
1,067 
1,012 
954 
899 
841 
786 
730 
676 


NoTK.— These  figures  are  computed  on  a  basic  tonnage  for  Mufulira  of  3,730  short  tons  per  month  until 
December  31,  1936;  4,853  short  tons  per  month  for  the  second  period  from  January  1, 1937  to  September  30, 
1937,  and  6,972  short  tons  per  month  for  the  third  period  from  October  1, 1937,  to  June  30, 1938. 
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SxTPPLEMENTAL  ScHBDULBi"A". — Net  Relative  Productions — Third  Period,  October 

1,  1937  to  June  SO,  1938 

[Production  in  Short  Tons  Per  Month] 


Curtailment 


Chfle- 

Andes- 
Oreene 

Katan- 
ga 

Braden 

Rho- 
kana 

Roan 

Muful- 
Ira 

Group 

18,600 

10, 618 

10, 594 

6,338 

6,295 

5,547 

17, 675 

10,088 

10,065 

6,022 

5,979 

5,268 

16,650 

9,567 

9,535 

6,705 

5,666 

4,990 

15,725 

9,026 

9,006 

6,388 

5,360 

4,714 

14,800 

8,496 

8,476 

6,071 

5,035 

4,438 

13,875 

7,964 

7,946 

4,754 

4,721 

4,158 

12,950 

7,433 

7,416 

4,437 

4,406 

3,882 

12,025 

6,902 

6,886 

4,120 

4,091 

3,605 

11, 100 

6,371 

6,367 

3,803 

3,777 

3,328 

Rio 
Tinto 


(a)  Basic  Tonnage  less  Mufulira  Allowance.. 

(b)6% - 

(c)  10% - 

(d)15% 

(e)  20% 

(0  25% 

(g)  30% 

(h)36% 

(i)  40% 


3,049 
2,896 
2,744 
2,691 
2,439 
2,287 
2,134 
1,982 
1,829 


Table   Showing    Computation   of    Tonnages    Contributed    by    Producers   to    Offset 
Mufulira  Tonnage  Increase  in  Third  Period,  October  1,  1937  to  June  SO,  1938 

[Short  Tons  Per  Month] 


Curtailment 


Katan- 
ga 

Braden 

Rho- 
kana 

Roan 

Muful- 
Ira 

Bor 

Rio 
Tinto 

17% 

/7% 

17% 

19% 

19% 

6.5% 

5.5% 

862 

362 

362 

406 

405 

117 

117 

343 

343 

343 

383 

383 

111 

111 

324 

324 

324 

362 

362 

106 

106 

306 

306 

306 

341 

341 

99 

99 

286 

286 

286 

319 

319 

92 

92 

267 

267 

267 

298 

298 

86 

86 

248 

248 

248 

277 

277 

80 

80 

229 

229 

229 

255 

265 

74 

74 

Total 


6%. 
10% 

25% 
30% 
35% 
40% 


l(mo 
2,130 
2,017 
1,906 
1,795 
1,680 
1,669 
1,468 
1,345 


Note.— These  figures  are  computed  on  a  basic  tonnage  for  Mufulira  of  3,730  short  tons  per  month  until 
December  31, 1936;  4,853  short  tons  per  month  for  the  second  period  from  January  1, 1937,  to  September  30, 
1937,  and  6,972  short  tons  per  month  for  the  third  period  from  October  1, 1937,  to  June  30, 1938. 


Schedule  "B", — Committee  Functions  and  Trade  Practices 

1.  Copper  To  Be  Included; 

Ca)  Ore,  concentrates,  matte  or  other  crude  material  produced  for  Bale 
or  sold  as  such,  excluding  scrap; 

(b)  Blister  and  Rough; 

(c)  Fire  Refined; 

(d)  Electrolytic  or  other  copper  of  whatever  grade  (cathodes  and  shapes) ; 

(e)  Rods. 

2.  Statistical  clearing  houses  for  the  gathering  and  dissemination  of  all  per- 

tinent statistical  data  shall  be  located  at  points  approved  by  the  Committee. 
The  Clearing  Houses  shall  make: 

A.  (1)  A  complete  survey  of  all  marketable  stocks  as  at  the  date  hereof 

and  monthly  thereafter; 
(2)  A  complete  survey  of  the  sales  position,  for  which  purpose  members 
shall  report  to  the  Clearing  House  as  soon  as  practicable  after 
the  date  hereof  and  monthly  thereafter  all  contracts  made  and 
deliveries  thereunder,  setting  out  in  each  case  the  grade  of 
copper,  duration  of  contract  (up  to  end  of  1936  only),  price  and 
whether  sold  to  ultimate  consumer  or  not. 

B.  Members  shall  report  sales  daily  to  the  Clearing  Houses  showing 

prices,  differentials,  tonnages,  ports  and  countries  of  destina- 
tion, and  month  of  delivery.  Sales  in  home  markets  not 
accessible  to  other  members  shall  only  be  reported  as  to  tonnage. 

C.  Clearing  Houses  shall  issue  to  the  membership  a  summary  of 

surveys  (1)  and  (2)  as  soon  as  completed  and  every  month 
thereafter,  and  in  the  case  of  daily  sales  they  shall  issue  a 
summary  to  the  membership  each  business  day. 
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3.  In  addition  to  the  above-mentioned  functions  of  the  Committee,  close  daily 

contact  should  be  maintained  between  the  various  selling  organizations  with  a 
view  to  eliminating  destructive  price  cutting  and  bringing  about  stable 
market  conditions. 

4.  Uniformity  of  sales  contracts  to  be  established  by  the  Committee  so  far  as 

possible  under  existing  circumstances. 
Sales  shall  be  made  as  far  as  possible  to  consumers  only  or,  if  to  merchants  for 

account  of  consumers,  with  the  intent  to  prevent  speculation  by  dealers, 

except  that  sales  of  copper  in  unfinished  form  and  requiring  further  processing 

may  be  made  to  Custom  Smelters  or  refineries  regularly  engaged  in  such 

business. 
Merchants  to  whom  sales  as  above  are  made  should  be  asked  to  report  sales  to 

ultimate  consumers  the  same  as  members  of  the  cooperating  group. 
Sales  may  be  made  through  agents  on  customary  commission  basis  and  on  the 

European  Metal  Exchanges  for  hedging  only. 

5.  Electrolytic  brands  at  seller's  option  wherever  acceptable. 

6.  Sales  to  be  on  C.  I.  F.  basis  for  usual  ports  of  destination  with  differentials  for 

other  delivery  points;  or  F.  A.  S.  seaboard  ports  of  shipment. 

7.  It  is  agreed  that  the  members,  insofar  as  possible,  wiU  endeavor  to  make 

available  to  customers  copper  of  the  grades  which  they  have  been  customarily 
receiving. 

8.  Liberal  exchange  arrangements  should  be  made  between  sellers. 

Schedule  "C" 

The  Control  Committee  to  be  established  under  Article  5  shall  consist  of  one 
representative  from  each  of  the  following  participants: 

Union  Mini  ere  du  Haut  Katanga; 

Rhokana  Corporation,  Ltd; 

Roan  Antelope  Copper  Mines,  Ltd; 

Group   consisting  of   Chile   Exploration   Co.,   Andes   Copper   Mining   Co., 
Greene  Cananea  Copper  Co. 

Braden  Copper  Company. 
In  cases  of  diflference  of  opinion  amongst  members  of  the  Committee  respecting 
points  (a)  (b)  (c)  (d)  or  (e)  of  Article  5,  decision  in  the  matter  shall  be  by  the 
concurring  vote  of  not  less  than  4  of  the  5  members  of  the  Committee.  Should 
one  or  more  members  of  the  Committee  be  disqualified  as  provided  under  Article 
5  (e)  the  other  members  or  the  Committee  shall  appoint  from  the  representatives 
of  the  cooperating  group  who  are  not  involved  in  the  controversy,  an  additional 
member  of  members  to  take  their  place. 

It  is  understood  that  one  representative  each  from  the  Compagnie  Francaise 
des  Mines  de  Bor  and  the  Rio  Tinto  Company,  Ltd.,  shall  have  the  right  to  attend 
(without  vote)  all  meetings  of  the  Committee  and  to  receive  copies  of  all  minutes 
of  such  meetings  and  of  decisions  made  by  the  Committee,  as  well  as  any  other 
information  concerning  matters  related  to  Schedule  "A"  which  may  be  discussed 
from  time  to  time  by  the  Committee. 

Schedule  "D" 

Under  Article  6  it  is  provided  that  a  Committee  consisting  of  five  members  shall 
be  appointed  to  supervise  and  enforce  the  trade  practices  as  set  forth  in  Schedule 
"B." 

It  is  agreed  that  this  Committee  of  five  shall  consist  of  a  representative  from 
each  of  the  following  participants: 
Rhokana  Corporation,  Ltd; 
Union  Miniere  du  Haut  Katanga; 
Group  consisting  of  Roan  Antelope  Copper  Mines,  Ltd;  Mufulira  Copper 

Mines,  Ltd. 
Group   consisting  of  Chile   Exploration   Co.,   Andes   Copper   Mining   Co., 

Greene  Cananea  Copper  Co. 
Braden  Copper  Company. 
The  representatives  who  shall  initially  serve  on  this  Committee  shall  be:  Mr. 
S.  S.  Taylor  (Chairman);  Mr.  Fernand  Pisart;  Mr.  B.  N.  Zimmer;  Mr.  E.  Mose- 
hauer;  Mr.  C.  T.  Ulrich;  with  the  further  understanding  that  one  representative 
each  from  the  Compagnie  Francaise  des  Mines  de  Bor,  the  Rio  Tinto  Company, 
Ltd.,  and  Roan  Antelope  Copper  Mines,  Ltd.,  shall  have  the  right  to  attend 
(without  vote)  all  meetings  of  the  Committee  and  to  receive  copies  of  all  minutes 
of  such  meetings  and  of  decisions  made  by  the  Committee  as  well  as  any  other 
-information  concerning  matters  related  to  Schedule  "B"  which  may  be  discussed 
from  time  to  time  by  the  Committee. 
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Exhibit  No.  2158 
Minutes — Meeting  Held  at  London,  July  15,  1935 

Present:  Messrs.  Taylor,  Chairman  of  Committee;  Mosehauer,  Member; 
Pieart,  Member;  Ulrich,  Member;  Zimmer,  Member. 

Also  present:  Messrs.  Ballanger,  Gutt,  Marshall,  Preston,  Sengier,  Storke, 
Van  der  Wolf. 

The  following  decisions  were  taken  with  respect  to  the  various  proposals  made 
by  the  meeting  held  at  Brussels  on  May  14,  1935: 

(i)  Distribution  of  Daily  Sales  Reports. — It  was  agreed  that  the  daily  sales  reports 
shall  be  distributed  to  anyone  or  more  representatives  designated  by  the  cooper- 
ating Producers,  and  that  Mr.  Marshall  may  post  the  Mond  Nickel  Company 
each  day. 

(2)  Forward  Fixed  Price  Electro  Sales. — It  was  agreed  that  forward  fixed  price 
electro  sales  shall  be  limited  to  shipment — from  the  usual  shipment  point  for  the 
respective  producers — during  the  current  and  five  following  months. 

(5)  Forward  Fixed  Price  Sales  of  Grades  Other  Than  Electro. — It  was  agreed  that 
for  such  sales  the  same  limitation  shall  apply  as  for  fixed  price  electro  sales. 

(4)  Rebates — Contracts  for  Electro  on  Scale  Basis. — It  was  agreed  to  leave  this 
question  in  abeyance. 

(5)  Differential  for  Fixed  Price  Sales  of  Fire-Refined. — It  was  agreed  to  leave 
this  question  to  be  agreed  upon  between  Messrs.  Mosehauer  and  Ulrich.  Ka- 
tanga agreed  to  apply  the  differential  agreed  upon  by  Messrs.  Mosehauer  and 
Ulrich. 

(Typewriter  alongside  preceding  paragraph:)  25/  or  25  pts.  for  ingot  bars  and 
10/  or  10  pts.  for  cakes  were  agreed  upon. 

{6)  Maximum  Differential  for  Sales  of  Blister. — It  was  not  considered  advisable — 
for  the  time  being — to  fix  any  maximum  differential  for  sales  of  blister. 

It  was  agreed  that  blister  with  a  guaranteed  copper  content  of  99%  minimum 
shall  be  sold  "tel  quel",  in  other  words,  that  the  prices  shall  apply  to  the  weight 
of  the  Blister,  the  copper  content  not  being  considered. 

(7)  Allowance  for  Electro  Cathodes. — It  was  agreed  that  the  allowance  to  be 
granted  for  electro  cathodes  shall  be  fixed  as  follows,  under  the  Elect'-'^  Wide  Bar 
price  quoted  at  the  time: 

For  sales  in  Sterling:  10  shillings. 
For  sales  in  Cents:  12)^  points. 

(5)  Avoiding  Price  Cutting  Between  Producers. — It  was  agreed  that  the  repre- 
sentatives of  the  various  Producers  shaU  cooperate,  by  exchanging  information, 
with  a  view  to  avoiding  price  cutting. 

(9)  Sales  Positions  of  Producers  to  be  Reported. — It  was  agreed  that  the  Producers 
will  advise  each  other  weekly  of  their  sales  position.  (In  different  typewriting:) 
Never  done.- 

It  was  agreed  that,  at  the  end  of  the  month,  the  clearing  bureaus  shall  prepare  a 
statement  showiffg  the  aggregate  sales  made  by  the  group  as  a  whole,  in  compari- 
son with  the  aggregate  production  figures  for  the  months  during  which  the  sales 
are  to  be  delivered. 

(10)  1  PM  Report. — It  was  agreed  that  the  1  PM  report  shall  give  the  following 
details. 

Electro  fixed  price  sales,  with  prices. 
B  S.  fixed  price  sales,  no  prices. 
Fixations  Electro,  no  prices. 
Fixations  other  grades,  no  prices. 

It  was  agreed  that  sales,  and  fixations  against  average  price  contracts,  of 
blister  sold  by  a  producer  to  a  custom  refiner,  on  the  basis  of  a  certain  quotation 
for  electro,  less  a  refining  charge,  may  be  reported  by  the  producer  as  sales  or 
fixations  of  electro.  This  applies  more  specifically  to  some  of  Bor's  contracts, 
the  ternas  of  which  do  not  permit  the  reporting  of  these  sales  as  blister  at,  a  fixed 
differential  under  electro. 

JOHAN  VAN  DER  WoLP. 

(Submitted  to  D.  E.  ScoU  per  his  request  of  1/10/40  to  E.  T.  S.) 
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Exhibit  No.  2169 

(Chart  based  on  following  statistical  data  appears  on  p.  13536.) 

Foreign  Copper  Before  and  After  the  International  Agreement  of  19S5,  Monthly, 

19SS-19S9 

lAmoimt  in  short  tons] 


Year  and  month 


1933 

July _.. 

August 

September -. 

October 

November 

December 

Total,  six  months. 


January 

February... 

March 

AprU 

May 

June -. 

July 

August 

September.. 

October 

November.. 

December.. 

Total. 


1934 


January 

February... 

March 

April 

May 

June 

July 

August 

September. . 

October 

November. . 

December.. 

Total. 


1935 


January 

February... 

March 

April 

May 

June 

July 

August 

September. . 

October 

November.. 

December. . 

Total. 


1036 


Foreign 
produc- 
tion ' 


(1) 


61, 860 
63, 550 
61,912 
63,622 
67,381 
65, 454 
383,  779 


63,968 
62,500 
68,286 
73, 676 
77,442 
76,047 
77,200 
86, 147 
85,799 
91, 376 
89,  418 
89,888 
941, 247 


88,885 
90,163 
95, 060 
104, 129 
83,911 
78, 206 
77,540 
80,008 
80,778 
82, 655 
83,138 
79,008 
1, 023, 481 


77,229 
78, 549 
79, 076 
74,  331 
80,746 
74, 862 
73,046 
78, 914 
69,  472 
82, 974 
95, 492 
101,  462 
966, 153 


Deliveries 
of  foreign 
produced 
copper  to 
customers 
ex.-U.S.2 


(2) 


53, 379 
46,972 
63, 397 
59, 787 
68,492 
03,997 
356, 024 


60, 
67, 
76, 
68, 
74. 
68, 
60, 
60, 
67, 
74, 
81, 
67, 
827, 


75, 
73, 
63, 
79, 
75, 
74, 
88, 
81, 
85, 

105, 
96, 
84, 

983, 


r  74, 112 
83,114 
78,253 
77  574 
74,  6-'.l 
80,240 
83, 037 
87, 577 
82, 307 
90,039 
89, 037 
73, 614 

973,  645 


Production  under  international 
agreement 


Maxi- 
mum 
output 
allowed  ' 


(3) 


52, 014 
45, 931 
45,  931 
45, 931 
45, 930 
45,930 
45, 930 
45, 930 


46,061 
46, 061 
46, 061 
46, 061 
x'j,  WA 
46, 061 
46,  061 
49,254 
49,254 
54,196 
67,  617 
68,480 


Actual 
output ' 


(4) 


48,958 
47, 665 
46,  626 
44, 939 

45,  741 

46,  334 
47, 434 
45,  280 

372, 977 


46, 917 

45,  587 
47,  509 

45,  805 

47, -ig? 
44,  699 

46,  407 
48,928 
46, 423 
62,263 
63,687 
63,660 

598, 372 


Actual 
output 

as  a  per- 
cent of  all 
foreign 

output « 

(6) 


58.3 
60.9 
60.1 
56.2 
56.6 
56.1 
57.1 
57.3 


60.8 
68.0 
60.1 
61.6 
J8.8 
59.7 
63.5 
62.0 
65.4 
63.0 
66.7 
62.7 
61.9 


U.  S.  ex- 
ports of 
"duty- 
free" 
copper  » 


(6) 


4,863 
6,863 
4,885 
1,406 
2,696 
7,328 
28,031 


6,470 
6,077 
9,109 
11, 615 
8,071 
13, 756 
12,104 
13,449 
7,417 
14, 155 
14,241 
9,402 
126, 866 


7,224 

10,788 

27,429 

12, 897 

12,091 

7,614 

3,337 

3,131 

2,314 

(«) 

2,429 

2,965 

91,485 


1,98!? 
3,63^ 

2,28 
3,87 
3,090 
4,901 
4,290 
4.239 
3,780 
7,677 
8,030 
6,667 
64, 447 


'  Mine  or  smelter  production  as  reported  by  Copper  Institute. 
'  Deliveries  of  refined  copper  as  reported  by  Copper  Institute. 

'  Figures  provided  by  E.  T.  Stannard,  Kennecott  Copper  Corporation,  from  compilations  by 
Eckert,  New  York  City. 
<  Column  (4)  divided  byjcolumn  (1). 

»  Domestic  refined  copper  plus  any  copper  previously  imported  duty-free. 
•  Minus  quantity. 
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Foreign  Copper  Before  and  After  the  International  Agreement  of  1935,  Monthly, 

19SS-19S9~Contmued 

[Amount  In  short  tons] 


Year  and  month 


1937 

January 

February 

March.. _ 

April -- - - 

May 

June -.--- -- 

July... _ ---. 

August 

September 1 

October _. 

November 

December 

Total 

1938 

January. . 

February 

March 

April 

May 

June 

July 

August-... 

September 

October 

November 

December 

Total 

1939 

January..- 

February 

March. 

April .1 

May... 

June _ 

July 

Total,  seven  months 


i  1  reign 
produc- 
tion 


(I) 


108, 249 
113,  234 
112,929 
120,324 
120, 014 
117, 897 
104, 243 
107, 612 
113,619 
117,076 
108. 473 
105, 468 
1, 349, 138 


108, 621 
102, 092 
105, 643 
104, 413 
107, 199 
106, 177 

96,635 
103, 403 

96,618 
114,913 
125,  667 
122, 417 
1,  293,  798 


107, 097 
101, 379 
102, 557 
97,659 
106,  433 
102,564 
109, 619 
727, 308 


Deliveries 
of  foreign 
produced 
copper  to 
customers 
ex.— U.  S. 


(2) 


96,802 
102, 691 
112,393 
111,827 
109,  799 
107, 421 
107, 711 

95, 792 
111,057 
109, 493 
117,563 

99, 735 
1, 282,  284 


108,  823 
105, 903 
114. 127 
118, 390 
103, 413 
102, 090 
113, 186 
114,416 
122,  793 
116, 340 
112,180 
106,073 
1, 337,  733 


95,  762 
98,221 
103,638 
107,011 
108,402 
116,571 
105, 679 
735,284 


Production  under  international 
agreement 


Maxi- 
mum 
output 
allowed 


(3) 


(') 
C) 
O 
(0 
(') 

(') 
(') 
(') 
68,479 


68. 479 
68, 479 
68.479 
68, 479 
68,479 
68, 479 
61, 056 
61,056 
61,056 
(') 


64,270 
64,270 
61, 056 
61, 056 
61,056 
61,056 
61,056 


Actual 
output 


(4) 


74, 969 
76,801 
81, 136 
85, 473 
86,744 
83,223 
65, 670 
69,943 
71,807 
75, 519 
69,504 
64, 465 
905,  253 


65, 910 
63, 163 
66,496 
65, 215 
67.057 
65,840 
69,  222 
61,126 
56,434 
72,469 
85,866 
78, 305 
807, 103 


63,798 
63, 911 
61, 433 
58, 697 
60,871 
59. 326 
60,634 
428, 670 


Actual 
output 
as  a  per- 
cent of  all 
foreign 
output 

(5) 


69.3 
67.8 
71.8 
71.0 
72.3 
70.6 
63.0 
65.0 
63.2 
64.5 
64.1 
61.1 
67.1 


60.7 
61.9 
62.9 
62.5 
62.6 
62.0 
61.3 
59.1 
58.4 
63.1 
68.3 
64.0 
62.4 


69.6 
63.0 
59.9 
60.1 
57.2 
57.8 
55.3 
58.9 


U.  S.  ex- 
ports of 
"duty- 
free" 
copper 


(6) 


5,979 
2,876 
3,519 
9,166 
4*820 
5,856 
5,354 
6,373 
6,616 
4,698 
3,133 
4,128 
62, 798 


5,824 

4,893 
11,142 
11, 187 

5,110 
10,440 
13,348 
14,761 
14,  282  ■ 
12, 795 
13,260 

8,827 
125, 869 


3,768 
3,310 
4,222 
4,183 
12,669 
10,280 
16, 127 
54,568 


'  Unrestricted. 
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FOREIGN  COPPER  BEFORE  AND  AFTER  THE 
INTERNATIONAL  AGREEMENT  OF  1935 

MONTHLY,  1933-1939 


CENTS  PER  POUND 
20 

15 

10 


Londof 

Price,  Stondard 

Copper,  Spol^ 

^. 

.       -- 

^J..^--^ 

V 

-v.x^ 



.,l..l,,i,, 

1 

. , ,. . 1. ., . . 

..,  ,.l., , , . 

CENTS  PER  POUND 
20 


THOUSAMDS  OF 

SHORT  TONS 

150  1^ 


Foreign  productionV^^^  /  / 


THOUSANDS  OF 

SHORT  TONS 

150 


S/  Pr(c«t  from  ENGINEERING  AND  MINING  JOURNAL 

^   Mine  or  inwiler  produellon  oi  rsporlsd  by  Copper  IneUtule 

S/   Deliveries  of  relmed  copper  OS  reported  by  Copper  Irttlltule 

1/  Qomettic  refined  copper  plue  any  copper  previously  imporled  duiy-tree 


CONC5ENTRATION  OF  ECONOMIC  POWER 
Exhibit  No.  2160 
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United  States  Exports  of  Duty-Free   Copper  ^  by   Various   Classes  of  Exporters, 

Monthly,  1934-1939 


Primary  Producers 

Custom  Smelters 

By 
Other 
Export- 
ers 

Year  and  Month 

Ana- 
conda 

Kenne- 
cott 

Phelps 
Dodge 

Other 
Pro- 
ducers 

Amer. 
Metal 

Am. 

8m.  & 

Ref. 

Other 
Custom 
Smelter-s 

Total 

1934 
January 

1,053 
1,628 
2,005 
2,120 
2,615 
3,712 
683 
3,485 
2,914 
4,963 
2,476 
3,191 

2,675 
1,206 
5,305 
2,196 
1,934 
2,434 
2,297 
2,022 
1,165 
1,318 
1,289 
1,082 

""443" 

470 

37 

550 

1,598 

1,059 

1,161 

1,025 

2,995 

1,946 

5 

926 

1,816 
2,352 
465 
3,522 
1,450 

""297" 

84 

416 

3,510 

407 

6,470 
6,077 
9,109 

February 

393 
864 
2,312 
1,898 
5,424 
7,818 
6,170 
1,992 
3,000 
4,146 
1,377 

56 

April 

1,428 

224 

28 

28 

"'"'674' 

296 

2,960 

11,615 

May 

""sec" 

219 
314 
237 
790 
578 
380 

8,071 
13, 756 
12,104 
13,449 

7,417 

JllTlfl 

July 

September 

14, 155 

14,241 
9,402 

Total 

35,394 

30,245 

24,922 

11,289 

6,564 

3,134 

14,318 

125, 866 

1935 

1,566 
1,236 
1,018 
1,652 
4,093 
437 

3,331 
6,210 
22,409 
3,847 
4,369 
4,033 

689 
1,467 
4,480 

740 
2,314 
3,602 

931 

1,750 

1,768 

5,310 

2,389 

1,537 

958 

244 

62 

72 

105 

35 

3 
6 
........ 

'"751" 

976 

1,420 

282 

10 

10 

763 

651 
1,533 

596 
1,053 

653 
37 

306 
99 
671 

325 
836 
30 
1,473 
187 
103 
677 

7,224 
10,788 
27,429 
12, 897 
12, 091 

7,514 

3,337 

3,131 

2,314 
634R 

March 

April.-. - - 

May., . 

June.. --1.  ... 

July .  .      . 

August      -.  ...            .  . 

September 

10 
224 
224 

«  2, 620R 

1,680R 

224  R 

672R 

October 

November.. 

2,429 
2,965 

December.. 

Total 

10,002 

57, 491 

15, 161 

3,477 

5,744 

4,021R 

3,631 

91, 486 

1936 
January.. 

2,537 
3,629 
1,978 
2,173 
2,734 
2,901 
2,663 
2,963 
2,869 
2,478 
3,081 
--3,273 

35" 
85 
62 
31 
124 
3 
22 
2 
291 
660 
381 

6 
10 

'"366" 

112 

56 

224 

1,649 

773 

2,044 

1,624 

442 

722 

700 

56 

72 

672R 

1,982 
3,630 
2,287 
3,874 
3,090 
4,901 
4, '290 
4,239 
3,780 
7,677 

February 

March ...'. 

ApriL 

May 

448  R 
168R 

JiiTin 

July 

August :. 

812 

187 

4,208 

3,921 

2,269 

"""112" 
672 

September 

October.... ... 

November 

8,030 
6, 667 

Decmeber.. 

Total - 

33, 179 

1,586 

315 

8, 474 

10,109 

784 

54,447 

1937 
January ... 

2.074 

642 
1,011 

878 
1,357 

532 

560 

174 
1,243 
1,894 

832 
16 

802 

56 

"479" 

""426" 

•95 

969 

56  R 

1,350R 

671 
1,433 
1,170 
6,390 
2,100 
1,673 
2,924 
4,268 
6,184 
3,110 
2,431 

621 

1,306 
208 
488 
222 
138 
84 
235 
105 
763 
462 
73 
86 

1,230 
234 
504 

1,086 
672 

1,826 
22 

6,979 
2,876 
3  .119 

February.., ........ 

April 

461 R 
224R 

572 

1,282 

1,718 

1,210 

823 

125 

294 

613 

2,719 

9,166 
4,920 
6,856 

Rlay.. ..    

Jnnn 

July.. .      . 

6  634 

6' 373 

6,616 
4  698 

October... j.    .    

November    ....           

3,133 
4,128 

December '.... .  . 

Total •... 

686R 

11,430 

9,941 

613 

31, 765 

4,170 

5,564 

62, 798 

1938 

JftTMiftry 

4,536 
2,630 
4,289 
6,379 
3,014 
4,456 
3,487 

952 
688 
1,340 
2,216 
1,206 
1,131 
1,756 

660R 

'""476R 

""'336R 
73  R 

336 
2,235 
5,513 
4,041 

834 
6,190 
7,480 

5,824 
4,893 
11, 142 

March 1 

28 
66 

11, 187 
6  110 

May  . 

June.. : 

10,440 
13,348 

July 

588 

100 

11 

'■  Largely  refined  domestic  coper  plus  any  previous  imports  of  duty-free  copper. 
•  "R"  indicates  Imjwrt  balance*. 
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United  States  Exports  of   Duty-free    Copper    by    Various    Classes  of   Exporters, 
Monthly,  19S4-19S9— Continued 


Primary  "Producers 

Custom  Smelters 

By 
Other 
Export- 
ers 

Year  and^Month 

Ana- 
conda 

Kenne- 
cott 

Phelps 
Dodge 

Other 
Pro- 
ducers 

Amer. 
Metal 

Am. 

Sm.  & 

Ref. 

Other  - 

Custom 
Smelters 

Total 

August    -    

1,277 
1,144 
1,066 
795 
1,674 

3,460 
3,361 
2,904 
2,651 
2,967 

2,067 
1,978 
1,376 
2,518 
1,150 

4,297 

2,175 

2,090 

210 

32R 

3,585 
4,952 
4,586 
6,996 
3,042 

75 

"'"672' 
774 
90 
26 

14,761 
14,282 
12, 795 
13,260 
8,827 

September 

October 

November       .  . 

Decmeber -- 

Total 

6,544 

43,133 

18,276 

7,295 

48,789 

175 

1,657 

125, 869 

1939 

1,109 
974 
896 

1,500 
1,795 
2,390 
2,813 
3,890 
1,456 
3,071 

1,159 
536 
936 
1,364 
7,399 
6,076 
3,146 

3,768 
3,310 
4,222 
4,183 

February 

6 

April 

342 
810 
865 
969 

336  R 
609R 
181 R 
127  R 

1,323 
2,045 
8.984 

56 
28 
84 

12, 669 
10,289 

July 

16,127 

Total                

15,331 

16, 915 

2,791 

1, 253  R 

20,616 

168 

54,568 

Source:  Prepared  by  R.'  R.  Eckert,  Secretary  of  Copper  Institute. 


Exhibit  No.  2161 
(Chart  based  on  following  statistical  data  appears  on  p.  13540.) 
United  States  production,  refinery  stocks,  and  sales  of  copper,  monthly,  19SS-19S9 

[Short  tonsj 


Year  and  month 


Produc- 
tion ' 


Refinery 
stocks, 
end  of 

month  i 


Saies' 


July 

August 

September. 
October 

November- 
December., 


T^tal,  six  months.. 


January. . . 
February.. 

March 

April 

May 

June 

July... 

August 

September. 

October 

November- 
December.  . 


Total: - 


January.. 
February. 
March.,.. 


28,310 
32, 617 
33,648 
33,244 
28,901 
24,300 


438,932 
418,961 
385, 645 
379,808 
388, 626 
376,  259 


180,920 


26,908 
27,038 
27,727 
30,300 
32,811 
32, 526 
30,380 
28,867 
30,232 
31, 1.53 
31,631 
33,061 


380,839 
361, 307 
360, 039 
386, 835- 
318,801 
290,208 
258,658 
243, 366 
224, 936 
221,668 
217,937 
225,681 


360,634 


36,673 
38,627 
38,303 


251,102 
210, 112 
180,648 


66,670 
26,646 
39, 110 
32,847 
13,120 
23,443 


190,736 


22,998 
24,276 
32,052 
61, 690 
15,085 
63,279 
4,657 
9,497 
6,281 
16, 477 
15,653 
22,415 


284, 169 


26,678 
30,817 
37,672 


'  Primary  output  plus  secondary  output  by  custom  smelters  and  refiners  from  purchased  duty-free  scrap, 
including  duty-free  Cuban  imports  and  imported  material  admitted  free  as  flux,  as  compiled  by  Copper 
Institute. 

»  Refinery  stocks  of  duty-free  copper  (nearly  all  domestic),  owned  by  producers  at  refineries  or  on  con- 
signment, as  compiled  by  Copper  Institute. 

•  New  contracts  made  to  domestic  purchasers  of  duty-free  refined  copper  (nearly  all  domestic),  as  com- 
piled by  the  United  States  Copper  Association. 
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United  States  production,  refinery  stocks,  and  sales  of  copper,  monthly,  19SS-19S9- 

Continued 

[Short  tons] 


Year  and  month 


Apra 

May •--.- 

June 

July 

August 

September- 
October 

November. . 
December. . 

Total. 


1935 


January 

February. . . 

March 

April....... 

May.-- 

June . 

July 

August 

September-. 

October 

November- - 
December, . 

Total. 


1936 


January 

February... 

March 

April.. 

May ... 

June 

July 

Augyst 

September,- 

October 

November. - 
December.. 

Total. 


January 

February 

March  .-..y...!,. 

April ..... 

May 

June..... 

July. 

August... 

September 

October 

November 

December . 


Total. 


January 

February.. 

March 

April 

May 

June 

July 

August 

September. 
October.,— 
November. 
December. . 


1939 


Total,  seven  months. 


Produc- 
tion 


37, 453 
39,583 
33, 994 
37, 144 
37,000 
40,183 
55,684 
56, 071 
56,280 


506, 085 


57, 201 
52, 303 
57,574 
61,560 
62,100 
55,960 
50, 420 
51,961 
66,842 
72,074 
73, 978 
69, 656 


731, 629 


75. 212 
72,023 
91, 118 
94,596 
87,579 
89,882 
85,243 
90, 947 
83, 806 
60, 437 
69, 446 
61, 758 


982, 045 


58, 760 
50, 704 
56, 199 
60, 941 
49,125 
38,200 
31, 155 
44,608 
49, 498 
69, 765 
73, 205 
72, 709 


644,869 


69, 170 
60,707 
61,752 
62, 548. 
58,600 
59,672 
54, 532 
(0 


426,981 


Eefinery 
stocks, 
end  of 
month 


169, 830 
172,942 
174. 075 
170, 163 
163,722 
157,836 
143, 127 
133,841 
130,  614 


125,  486 
134, 932 
150, 479 
154, 659 
145,033 
142, 194 
121,942 
105,317 
103,  559 
91,331 
86, 574 
83, 517 


Sales 


67,984 
66, 756 
59,443 
46, 118 
65, 734 
74, 145 
90, 018 
98,417 
116,412 
149, 728 
180, 139 
189, 702 


229,703 
258,623 
272,666 
280, 250 
289,483 
277,  070 
251,964 
235,351 
205, 782 
181,931 
177;  869 
195,561 


206,757 
219,043 
244, 494 
265, 113 
276,812 
278,  684 
252,983 


32, 756 
29,466 
17,329 
74,408 
114, 673 
73,127 
78,270 
39, 056 
47, 792 


602, 044 


33,898 
80, 984 
34,985 

155,911 
11,035 
15,  547 

180, 374 
23,847 
41,924 

184,424 
93, 636 

111,033 


967,598 


52,976 
70,971 
54, 879 
25,382 
56, 131 
36,057 
62,454 
71,010 
20, 155 
16, 574 
18, 706 
24, 086 


509,381 


26,468 
22, 141 
21, 693 
22,855 
17,284 
115,494 
106, 109 
21,750 
66, 210 
83,929 
11, 155 
18,843 


533,931 


12, 497 
23,498 
36,746 
67,214 
54,849 
74,  161 
179, 103 
•38,299 
»  153,877 


448,068 


<  More  recent  data  not  available.         "  .^, 

»  From  United  States  Copper  Association  daQy  sales  jreports;  not  precisely  comparable  with  monthly 
figures. 

124491 — 41-=f-pt.  25.^ 33 


13540 


CONCENTRATION  OF  ECONOMIC  POWER 


UNITED  STATES  DOMESTIC  PRICE.  STOCKS. 
PRODUCTION  AND  SALES  OF  COPPER 

1933-1939 


CENTS  PER  POUND 


PRICE 


CENTS  PER  POUND 
20 


THOUSANDS  OF 
SHORT  TONS 


STOCKS.  PRODUCTION.  SALES 


THOUSANDS  OF 
SHO^T  TONS 


SOtJRCeS:  Pilcis  'rom  EN&NCCRINC  AND  I^INC  JOURNAL-    Slocks  ond  p'oduclloA  from  CfW)**  ImlHuta     SolM  I 
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Exhibit  No.  2162 
State  of  New  York, 

County  of  New  York,  ss: 

H.  H.  Wanders,  being  duly  sworn,  deposes  and  says  that  he  is  employed  by 
the  McGraw-Hill  Publishing  Company,  Inc.,  and  has  been  so  employed  since 
March,  1923; 

That  from  1929  and  continuously  up  to  the  present  time  he  has  been  the  Market 
Editor  of  "Engineering  and  Mining  Journal"  and  "E  &  M  J  Metal  &  Mineral 
Markets,"  which  publications  are  published  and  wholly  owned  by  the  McGraw- 
Hill  Publishing  Company,  Inc.,  and  has  been  in  charge  of  compiling  price  and 
other  market  information  for  the  above-named  publications; 

That  for  some  years  past  the  prevailing  method  of  ascertaining  the  price  of 
electrolytic  copper— domestic  and  export — as  reported  weekly  in  "E  &  M  J 
Metal  &  Mineral  Markets"  and  monthly  in  "Engineering  and  Mining  Journal" 
has  been  as  follows: 

1.  Reported  prices  represent  a  fair  average  of  first-hand  sales  transactions  in 
electrolytic  copper  in  the  open  market  which  are  voluntarily  supplied  on  request 
to  the  deponent  and  one  other  editor  of  "Engineering  and  Mining  Journal"  by 
primary  producers  of  copper  and  agents  of  such  producers.  The  volume  of  such 
sales  transactions  is  a  substantial  portion  of  all  copper  sold  in  the  United  States 
on  a  competitive  basis  for  domestic  and  export  consumption. 

2.  We  define  "primary  producers"  to  mean  those  who  mine  and  process  their 
own  ore,  refine  and  sell  their  own  metal;  and  those  who  purchase  and  process 
the  ores,  unrefined  copper,  and  other  copper-bearing  materials  of  others,  and  refine 
and  sell  the  resulting  metal.  The  primary  producers  from  whom  our  information 
is  obtained  sell  approximately  90  percent  of  all  copper  sold  in  the  United  States 
market. 

3.  We  define  "open  market"  to  mean  that  part  of  the  market  for  copper/that 
includes  transactions  entered  into  between  primary  producers  and  consumers  in 
ordinary  business  deals.  Thus  defined,  the  open  market  does  not  include  (a) 
:ransactions  involving  resale,  or  second-hand  metal,  nor  (b)  transactions  on  an 
exchange  where  options  are  purchased  and  subsequently  exchanged  for  physical 
aietril,  nor  (c)  transfer  of  copper  between  primary  producers  and  their  fabricating 
siibsidiaries. 

4.  Data  on  daily  sales  of  copper,  prices  obtained,  and  other  market  information 
are  collected  each  Wednesday  for  the  preceding  week — Thursday  to  We'dnesday, 
inclusive — by  a  personal  canvass  by  two  members  of  the  editorial  staflF  of  "Engi- 
neering and  Mining  Journal."  For  this  purpose  calls  are  made  on  the  following 
sellers  of  copper: 

American  Metal  Company,  Limited 

American  Smelting  and  Refining  Company 

Anaconda  Sales  Company 

International  Minerals  &  Metals  Corporation 

Adolph  Lewisohn  &  Sons 

Kennecott  Sales  Corporation 

Phelps  Dodge  Corporation 

5.  In  addition  to  calling  upon  these  sellers,  the  editors  of  "Engineering  and 
Mining  Journal"  from  time  to  time  call  also  upon  consumers  of  copper  to  deter- 
mine the  price  level  at  which  the  metal  can  be  obtained  in  the  competitive  market 
from  primary  producers. 

6.  The  daily  prices  reported  for  electrolytic  copper — domestic  and  export — 
are  based  on  the  weighted  average  price  of  transactions  reported  by  primary  pro- 
ducers, and  agents  of  such  producers,  for  each  day  of  the  week.  The  weekly 
and  monthly  averages  are  the  arithmetical  averages  of  the  daily  prices.  The 
annual  averages  are  the  arithmetical  averages  of  the  monthly  averages. 

7.  "Engineering  and  Mining  Journal"  has  been  publishing  copper  prices  since 
1 866  as  part  of  its  service  to  the  mining  industry.  These  prices  are  now  commonly 
accepted  as  accurate  and  authoritative,  and  are  widely  used  in  business  and 
industry  in  which  such  informationTis  an  important  economic  factor;  viz.,  statis- 
tical agencies,  governmental  and  private;  banks  aud  financial  houses;  manufac- 
turers of  copper  and  brass  products  and  electrical  equipment;  dealers  in  metal, 
new  and  second-hand;  smelters  and  refiners  of  copper,  both  primary  and  second- 
ary; and  buyers  and  sellers  of  copper-bearing  ore.  They  have  been  specified  in 
union  wage  agreements  with  mining  companies  in  which  the  wage  scale  is  based 
on  the  price  of  copper.     They  have  been  introduced  as  evidence  in  litigation  and 


13542 


CONOENTRATION  OF  BOONOMIC  POW^R 


in  public  utility  hearings.  They  are  used  in  the  appraisal  of  mines  and  minej a. 
products.  They  are  republished  by  government  bureaus,  and  appear  in  numerous 
economic  mineral  studies. 

H.  H.  Wanders. 
Sworn  to  before  me  this  9th  day  of  January,  1940. 
[seal]  Chester  W.  Dibble, 

Notary  Public. 

Commission  expires  March  30th,  1940. 


"Exhibit  No.  2163,"  introduced  on  p.  13261,  appears  in  Hearings  Part  23, 

appendix,  p.  12338. 


Exhibit  No.  2164 

The  following  chart  is  included  at  this  point  at  the  request  of  the  Chairman. 
See  pp.  13260-13261,  supra. 


Number  of  Automobiles  and  Amount 

of  Gasoline  Used  Reached 

New  Peak  in  1939 
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Exhibit  No.  2167 
flMERICBN  SMELTINS   BND   REFININS   COMPBNY 

DOMESTIC  LEAD  flCCUMULRTED  IN  EXCESS  OF  W0RKIN6  INVENTORY 
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Trading- in  Copper  Futures  on  the  Commodity  Exchange,  Inc.  {New  York)  Compared 
With  Domestic  Direct  Sales  of  Refined  Copper  by  Copper  Producers,^  1929-19S9 

[ShOTt  tons] 


Year 


Domestic 
direct  sales 
by  copper 
producers  > 


Sales  on  Commodity  Exchange,  Inc. 


Ratio  of 

Settle- 

sales to 

ments 

direct  sales 

by  de- 

by copper 

livery  of 

producers 

copper 

«504 

280 

3,024 

7,504 

18, 928 

.763 

31,164 

.339 

32,704 

.134 

23,184 

.812 

16,324 

.868 

25,228 

58,856 

Ratio  of 
settle- 
ments 
to  sales 


1929. 
1930. 
1931. 
1932. 
1933. 
1934. 
1935. 
1936 
1937, 
1938 
1939 


(») 

h 

C) 

•190, 
284, 
602, 
967, 
609, 
533, 
(«) 


6, 
19, 
34, 
113, 
216. 
204. 
129, 
413, 
463, 
537, 


.046 
.159 
.219 
.167 
.144 
.160 
.179 
.039 
.054 
.109 


1  Sold  directly  to  consumers  and  others. 

>  New  contracts  made. 

»  Not  repwrted. 

«  Trading  inaugurated  May  15,  1929. 

«  Last  six  months  of  year  only. 

« Data  not  available. 

Source:  Prepared  by  the  staff  of  the  T.  N.  E.  C.  from  figures  compiled  by  United  States  Copper  Associa- 
tion and  Commodity  Exchange,  Inc. 


Exhibits  Nos.  2166  and  2167"  face  this  page 
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Comparison  of  average  price  differentials  between  electrolytic  copper  and  copper 
wire,  copper  sheet  and  high  brass  sheet  for  the  years  1909-12  inclusive,  and  the 
years  19S6-S8  inclusive  as  reported  in  Metal  Statistie»  Year  Book  of  the  American 
Metal  Market. 


High  Sheet 
Brass 

Elec- 
tro- 
lytic 

Differ- 
ential 

High  Sheet 
'  Brass 

Elec- 
tro- 
lytic 

Differ- 
ential 

1909 ... 

13.43^/lb 

13.40  "   

\Z.WA  "  -.- 
16.67      "   .... 

13.11 
12.88 
12.65 
16.48 

0.32 
0.62 
0.57}4 
0.19 

1935 

High 

Low.o 

High 

Low 

High 

Low .. 

High 

Low 

14.62H 
13.  62H 
17.25 
14. 62H 
21.75 
17. 37^ 
17.60 
15.62H 

9.12H 

7.87}^ 
11.873^ 

9. 12H 
16.87}^ 

9.87M 
11. 12H 

8.87H 

5.50 
5.76 

1910 -. 

1936 

6.421^ 
5.60 

1911 

1937-- 

4.8734 
7.60 

1912    

1938 - 

6.37H 
6  75 

Average  Range  Differential,  0.19-0.57}^.  Average  Range  Differential,  4.87}^7.50. 

ZINC  PRICES 


High 

Low 

Average 

High 

Low 

Average 

1909-  

6.50 
6.36 
7.00 
7.66 

4.75 
5.25 
5.60 
6.45 

5.52 
5.66 
6.91 
7.11 

1935.... 

5.321^ 
5.S214 
7.85 
5.44 

4.05 
6.12K 
6.35 
4.39 

4  70 

1910.    ---. 

1936 

5  28 

1911 

1937       

6  87 

1912      . 

1938 

4  99 

4  year  averages.. 

6.87H 

5.24 

6.05 

6.11 

4.48 

6.46 

Note:— High  Brass  70%  Copper,  30%  Zinc. 

COPPER  WIRE  PRICES 
Metal  Statistics,  1918  Volume,  Pages  161  &  243  1939  Volume,  Pages  301  &  319 


Annual  Averages 

Differen- 
tial 

Annual  Averages 

Differen- 
tial 

Whe 

Electro- 
lytic 

Wire 

Electro- 
lytic 

1909 

14.85 
14.40 
13.81 
17.48 

13.11 
12.88 
12.55 
16.48 

1.74 
1.52 
1.26 
1.00 

1935 

12.13 
12.96 
17.26 
13.87 

8.88 
9.71 
13.39 
10.22 

3.25 

1910 

1936 

3  25 

1911 

1937 

3  87 

1912.... 

1938 

Average 

3  65 

Average 

15.13 

13.76 

1.38 

14.05 

6.55 

3.50 

COPPER  SHEET  PRICES 
Metal  Statistics,  1913  Volume,  Pages  161  &  163  1939  Volume,  Pages  301  &  327 


Annual  Averages 

Difleren- 
tfal 

Annual  Averages 

Differen- 
tial 

Copper 
Sheet 

Electro- 
lytic 

Copper 
Sheet 

Electro- 
lytic 

1909 

17.25 
17.88 
17.30 
21.50 

13.11 
12.88 
12.56 
16.48 

4.14 
5.00 
4.75 
5.02 

1935 

16.62H 
17.81H 
21.92H 
18.25 

8.88 
9.71 
13.39 
10.22 

6J74H 
8  10 

1910 

1936 

1911 

1937 

8.63M 
8  06 

1912 

1938 

Average.... 

A  verage 

18.48 

13.76 

4.73 

18.40 

10. 55 

7  85 
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Comparison  of  average  price  differentials  between  electrolytic  copper  and  copper 
wire,  copper  sheet  and  high  brass  sheet  for  the  years  1909-12  inclusive,  and  the 
years  1935-38  inclusive  as  reported  in  Metal  Statistics  Year  Book  of  the  American 
Metal  MarA;ci^— Continued 

SUMMARY 

Differentials  between  average  prices  o(  Electrolytic  Copper  from  Refinery  and  Copper  Wire,  Copper  Sheet 
and  High  Brass  Sheet  for  years  1909-1912  inclusive  and  1935-1938  inclusive 

DiFFEEKNTIALS  OVER  ELECTROLYTIC 


Year 

Copper 
Wire 

Copper 
Sheet 

High   Brass 
Sheet 

1909 . 

1.74^/lb. 
1.52  " 
1.26  " 
1.00 

4. 14^/lb. 
5.00  " 
4.75 
5.02 

<).32^/lb. 

1910 , - 

0. 52     " 

1911 

0. 57}^  " 

1912.. --. 

0. 19     " 

1.38  " 

4.73  " 

0.40H 

Average  Zinc  Price  6.95. 

1935 , . 

3. 25<(/lb. 
3.26  " 
3.87  " 
3.65  " 

6. 74H^/lb. 
8. 10      " 
8.53H  " 
8.06      " 

5.62V^(5/lb. 

1936. 

5.45^  " 

1937 _ :... 

6.  mi " 

1938 - 

6.56M  " 

Average .               .  . .      .  _.            

3.501^  " 

7.86  " 

6.95  " 

Average  Zinc  Price  5.46/fS  - 

Note:  High  Brass  (67%  Cu-33%  Zn) 
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Economic  History  of  the  Copper  Industry— Estimated  World  Reserves 

OF  Copper 

By  Arthur  Notman,  Consulting  geologist,  New  York  City 
(From  "Copper  Resources  of  the  World",  XVI  International  Geological  Congress,  Washington,  1933) 

Copper  is  an  indestructible  metal.  Practically  aU  that  has  been  mined  from 
the  earth's  crust  is  still  in  use  or  might  be  reclaimed  for  re-use. 

The  world's  recorded  production  since  1801  has  been  48,000,000  short  tons, 
of  which  five-eighths  was  produced  in  the  last  22  years  and  thi-ee-elghths  in  the 
last  decade.  Of  this  recorded  production,  the  United  States  has  contributed 
about  half,  and  95  percent  of  that  has  come  from  15  districts  in  9  States.  Of  the 
foreign  fields.  South  America  has  four  areas,  three  in  Chile  and  one  in  Peru. 
Canada  has  six,  Mexico  three,  Africa  four,  and  the  remainder  of  the  world  about 
a  dozen.  It  would  be  safe  to  say  that  all  the  copper  so  far  mined  has  come  from 
beneath  an  aggregate  area  of  the  earth's  surface  of  less  than  100  square  miles. 
No  important  producing, district  in  the  world  has  yet  been  exhausted. 

This  high  degree  of  concentration  has  led  to  a  similar  and  even  greater  con- 
centration of  ownership.  As  we  shall  see  later,  24  corporations  have  supplied 
three-fourths  of  the  world's  output  in  the  last  7  years,  and  14  with  their  sub- 
sidiaries have  supphed  64  percent. 

The  estimated  known  reserves  of  metal  in  the  ground  are  about  100,000,000 
tons,  more  than  twice  the  amount  the  world  has  consumed  in  the  last  132  years. 
This  total  cannot  be  regarded  as  a  possible  or  probable  limit  but  merely  records 
the  current  estimate  of  known  reserves  of  metal  contained  in  material  from  which 
it  can  be  profitably  extracted  by  present  methods  at  normal  prices.  It  is  capable 
of  practically  indefinite  expansion  by  the  factors  of  technologic  advance  and 
higher  pri6e,  as  well  as  the  discovery  of  new  deposits.  Of  these  reserves  85  per- 
cent is  owned  by  eight  corporations.  Nearly  40  percent  is  owned  by  the  three 
largest  copper  groups  in  the  United  States,  about  evenly  divided  between  their 
properties  in  the  United  States,  Mexico,  and  South  America.  One  corporation  in 
Canada  and  three  in  Africa  own  another  40'percent.  The  controlling  interest  in 
these  African  units  rests  with  British  Empire  capital,  but  probably  40  percent  is 
at  present  in  American  hands.     About  a  50  percent  interest  in  the  Canadian 
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corporation  is  also  An^erican-owned.  I'he  remaining  unit  in  Africa  is  controlled 
by  the  Belgian  Government,  with  about  35  percent  minority  interest  in  British 
hands. 

This  extraordinary  concentration  of  ownership,  of  both  current  and  future 
supplies,  has  not  prevented  the  industry  from  suffering  wide  fluctuations  in 
earning  power  and  employment.*  This  is  strikingly  illustrated  by  the  fact  t'lat 
the  securities  of  a  group  of  American-owned  companies  in  North  and  So  ith 
America  which  produced  60  percent  of  the  world's  total  output  during  the  12- 
year  cycle  from  the  lows  of  1921  to  the  lows  of  1932  were  valued  in  the  pen 
market  in  1921  at  $700,000,000,  at  the  highs  of  1929  at  $3,350,000,000,  ai  d  at 
the  lows  of  1932  at  $222,000,000.  (See  table  3.)  The  monthly  average  New 
York  price  for  electrolytic  copper  rose  from  11.50  cents  a  pound  in  1921  to  a 
peak  of  23.87H  cents  a  pound  in  March,  1929,  and  declined  to  an  all-time  .ow  of 
4.87}^  cents  in  .1932.  The  annual  production  of  these  companies  was  260,000 
short  tons  in  1921,  1,250,000  tons  in  1928,  and  440,000  tons  in  1932.     (See  table  1.) 

The  creditors  and  owners  of  these  companies  received  in  interest  and  divi- 
dends some  $19,200,000  in  1921,  $150,400,000  in  1929,  $8,400,000  in  1932,  and 
$5,500,000  in  1933.  The  annual  average  for  the  12-year  period  was  $65,000,000. 
During  the  last  30  years  the  average  cost  of  establishing  copper  production  in 
North  and  South  America— that  is,  to  acquire  properties,  develop  and  equip 
mines,  mills,  smelters,  and  refineries,  produce  electrolytic  or  fire-refined  copper, 
and  provide  adequate  working  capital — has  been  about  30  cents  per  pound  of 
annual  capacity.  The  aggregate  cash  investment  of  the  particular  group  we  have 
been  considering  has  been  about  $750,000,000.  An  annual  average  return  of 
$65,000,000  over  the  12-year  cycle  from  1921  to  1932  does  not  suggest  that  the 
industry  has  been  the  victim  of  cut-throat  competition.  On  the  contrary,  more 
real  price  competition  and  less  attempted  price  stabilization  would  undoubtedly 
have  averted  much  of  the  present  overdevelopment  and  profitless  production. 

Employment  showed  similar  wide  fluctuations.  Copper  mines,  mills,  and 
smelting  plants  in  the  United  States  employed  about  45,000  men  in  1929,  as 
compared  with  13,000  in  1932  and  about  12,000  in  the  first  quarter  of  1933.  The 
increase  in  employment  from  1919  to  1929  was  less  than  2  percent,  while  produc- 
tion increased  70.0  percent.  This  affords  some  measure  of  the  technologic 
advances  in  the  industry,  which  have  been  a  major  factor  in  increasing  the  known 
reserves  of  metal  in  the  ground  by  making  available  for  profitable  extraction 
lower-grade  nlaterial. 

Such  changes  in  the  condition  of  the  employees  and  owners  of  the  copper 
industry  point  directly  to  the  pursuit  of  policies  tending  to  accentuate  the  cyclic 
character  of  the  industry  rather  than  to  mitigate  it.  This  character  arises  from 
the  fact  that  some  70  percent  of  the  industry's  product  goes  into  producer's 
goods  and  the  balance  only  into  consumer's  goods,  though  all  of  the  latter  are 
of  a  more  or  less  permanent  character.  The  electrical  industries  take  50  to  55  per- 
cent of  the  output.  The  building  trades,  automotive  industry,  and  household 
equipment  absorb  another  18  to  21  percent;  manufactures  for  export  about 
7  percent.  Fully  70  percent  of  the  consumption,  therefore,  rises  and  falls  with 
the  rise  and  fall  of  activity  in  expanding  facilities  for  production.  Except  in  ther 
electrical  fields,  copper  must  meet  severe  competition  on  the  basis  of  price  and 
service  from  other  metals  and  a  rapidly  growing  list  of  aUoys.  Even  in  the 
field  of  electrical  transmission  it  encounters  strong  competition  from  aluminum. 

Because  of  the  great  concentration  of  ownership,  the  apparent  security  of  the 
demand  for  copper  in  the  electrical  field,  and  the  wide  fluctuations  in  demand 
for  producer's  goods,  the  industry  has  been  especially  vulnerable  to  monopolistic 
and  speculative  practices.  Repeatedly,  policies  appear  to  have  been  based  on 
the  theory  that  tlie  world  must  have  copper  regardless  of  price  and,  therefore, 
if  the  supply  could  be  controlled,  it  would  be  possible  to  establish  almost  any 
price — and  a  corresponding  profit.  To  name  the  outstanding  attempts  at  con- 
trol in  the  past,  we  have  the  French,  or  Secretan  Syndicate  of  1887,  the  Amal- 
gamated Pool  of  1889  and  that  of  1907,  the  Copper  Export  Association  pool  of 
1920,  and  the  Copper  Exporters,  Inc.,  of  1928-30.  These  pools,  particularly  the 
latest,  were  temporarily  successful  in  raising  prices  and  profits  to  high  levels. 
Inevitably,  however,  the  structure  crumbled  away  under  the  weight  of  unsold 
metal  and  the  ability  of  the  consumer  to  cease  purchasing  material  for  enlarg- 
ing his  facilities  when  prices  become  too  high.  Usually  these  attempts  have 
synchronized  with  prophecies  of  pending  world  shortage  of  copper.  They 
greatly  stimulated  the  search  for  new  sources  of  supply  and  cheaper  methods 
of  extraction  and  rendered  easy  the  task  of  obtaining  the  capital  needed  to  exploit 
these  discoveries.     The  causal  relations  between  these  pools  and  the  speed  of 
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development  of  the  various  important  additions  to  known  supplies  in  the  last  40 
years  can  readily  be  traced — Morenci,  Bisbee,  Globe,  and  Jerome  in  Arizona  in 
the  nineties;  "porphyries"  in  Utah,  Arizona,  Nevada,  and  New  Mexico  in  the 
first  decade  of  this  century;  the  South  American  "porphyries"  and  the  Belgian 
Gcngo  in  the  second  decade;  and  the  Rhodesian  and  Canadian  deposits  in  the 
thi'd.  Partly  as  a  result  of  these  stimuli  the  United  States  is  now  equipped  to 
produce  1,200,000  tons  of  refined  copper  a  year,  and  the  rest  of  the  world  1,500,000 
tont .  The  actual  consmnption  in  1932  was  336,000  tons  in  the  domestic  market 
and  741,000  tons  in  the  foreign  market.  With  very  Uttle  additional  capital 
the  ;  ggregate  capacity  of  the  world  could  be  increased  to  3,000,000  tons,  50 
perce  it  more  than  the  peak  consumption  of  1929  and  almost  three  times  that  of 
1932.  But  it  is  likely  to  be  a  long  time  before  there  is  a  resumption  of  public 
invest.aent  in  the  development  of  new  sources  of  copper  supply.  Barring  some 
possible  but  unanticipated  invention  that  may  expand  or  contract  the  uses  of 
copper,  this  reluctance  on  the  part  of  capital  will  presently  restore  the  balance 
of  supply  and  demand  and  a  normal  margin  of  profit  to  the  industry. 

The  cbllapse  of  prices  after  the  World  War  stressed  the  search  for  cheaper 
methods,  and  A.  B.  Parsons  has  brought  out  very  clearly  the  success  of  this  cam- 
paign in  a  book  published  recently  by  the  American  Institute  of  Mining  and 
Metallurgical  Engineers,  entitled  "The  porphyry  coppers."  Parsons  cites 
the  facts  that  the  Utah  Copper  Co.  produced  copper  for  about  6}4  cents  a  pound 
in  1928  from  ores  yielding  only  17  pounds  to  the  ton,  and  that  if  the.  company 
had  been  compelled  to  use  the  equipment  and  methods  available  to  it  in  1916, 
while  carrying  the  increased  wages,  costs  of  supplies,  and  taxes  of  1928,  the 
copper  would  have  cost  12J4  cents  instead  of  6%  cents.  From  1921  the  industry 
slowly  recovered  from  the  postwar  coUapse,  and  by  1927  profits  had  steadily 
increased  to  a  point  that  might  be  regarded  as  normal,  at  a  much  lower  level 
of  cost  and  price. 

Despite  the  discovery  and  active  development  of  probably  the  greatest  known 
copper  deposit  in  the  world,  that  of  Northern  Rhodesia,  in  central  Africa,  the 
addition  of  the  Andes  Copper  Co.  to  the  list  of  large  producers  in  South  America, 
and  the  exploitation  of  the  Frood  copper-nickel  deposit  of.  the  International 
Nickel  Co.  of  Canada  and  the  copper  deposits  of  the  Noranda  and  the  Hudson 
Bay  companies,  the  price  of  electrolytic  copper  rose  rapidly  from  13.8>4  cents  a 
pound  in  the  second  half  of  1928  to  23.87)^  cents  a  pound  early  in  March,  1929,  in 
spite  of  the  fact  that  on  December  1,  1928,  the  stocks  of  unsold  metal  had  shown 
the  first  increase  in  9  months.  In  March  the  price  slipped  back  rapidly  to  18  cents 
where  it  was  resolutely  held,  in  spite  of  rapidly  growing  stocks,  until  April,  1930. 

It  is  important  to  realize  that  copper  consumption  had  started  to  decline  even 
before  the  peak  of  prices  was  reached,  and  that  the  price  had  been  held  to  18 
cents  for  15  months  after  the  collapse  of  the  security  market  in  October,  1929. 
Production  was  cut,  only  to  have  consupaption  decrease  still  faster.  Finally,  in 
April,  1930,  under  the  pressure  of  rising  cost  and  inventory,  the  structure  cracked 
and  crumbled.  The  world  did  not  have  to  have  copper  at  18  cents,  or  14,  or  12,  or 
10,  or  8,  or  even  at  6  cents,  when  the  consumer  could  see  that  there  was  a  greater 
quantity  for  sale  than  could  be  absorbed  and  that  this  supply  was  being  con- 
stantly increased.  In  other  words,  there  was  far  more  copper  available  than 
people  couid  buy. 

The  three  largest  units  of  the  domestic  industry  of  the  Uni' -jd  States  are  partly 
or  completely  integrated  vertically  from  mine  to  consumer  and  in  addition  are 
heavily  interested  in  foreign  production.  Two  other  large  units  are  partly  or 
completely  integrated  through  smelting,  refining,  and  fabricating.  In  addition, 
secondary  metal  from  scrap,  both  that  arising  from  the  fabrication  of  virgin 
copper  and  that  from  the  demoUtion  of  old  installations,  is  handled  by  several 
plants,  including  those  already  referred  to.  One  of  these  units  is  also  largely  in- 
terested in  foreign  production. 

The  financial  history  of  the  copper  industry  strongly  suggests  that  up  to. 
date  there  has  been  one  element  of  marked  stabUity — namely,  that  portion  of 
the  selling  price  that  has  been  available  for  distiioution  to  creditors  and  owners 
as  interest  and  dividends.  In  spite  of  wide  fluctuations  over  brief  intervals,  the 
tendency  has  been  for  this  figure  to  return  to  a  normal,  measured  over  any 
material  period.  Perhaps  this  denotes  the  economic  profit  which  the  industry 
has  needed  in  the  past  to  maintain  it  in  sound  condition,  able  and  ready  to  at- 
tract the  necessary  capital  to  increase  its  capacity  to  supply  growing  demand. 
(See  tables  1-4.) 

As  can  be  seen,  all  attempts  to  exact  profits  in  excess  of  this  normal  have  at 
the  best  sufcceeded  only  temporarily^  to  be  followed  by  prolonged  periods  of  de- 
pression and  slow  recovery,  which  brought  the  average  back  to  normal.  If  the 
future  normal  could  be  expected  to  accord  with  that  of  the  past,  it  would  be 
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simple  to  conclude  that  the  peaks  and  troughs  of  employment  and  earnings 
could  be  greatly  mitigated  through  a  control  based  on  maintaining  the  average 
profit  of  the  past.  At  least  the  fluctuations  might  be  reduced  to  those  inherent 
in  any  industry  whose  product  is  primarily  producer's  goods,  purchased  freely 
only  in  times  of  expansion  of  productive  facilities. 

The  temporary  successes  of  these  attempts  to  maintain  abnormal  profits,  how- 
ever, have  so  stimulated  the  search  for  and  development  of  new  sources  of 
supply  that  the  world  now  has  greater  known  reserves  of  metal  in  the  ground 
and  greater  existing  capacity  to  produce  in  proportion  to  current  needs  than 
ever  before  in  its  history.  In  addition,  the  constantly  growing  volume  of  metal 
above  ground  available  for  re-use,  as  present  structures  and  machines  become 
obsolete,  increases  the  ease  with  which  new  demand  can  be  met. 

The  development  of  economic  nationahsm,  whether  arising  from  the  natural 
instinct  to  survive,  or  the  instinct  of  groups  to  prosper  beyond  their  fellows,  or 
the  fear  of  a  lack  of  the  necessities  for  war  in  case  of  attack,  tends  to  expand 
available  supplies  and  facilities  for  processing.  The  imposition  of  tariffs  by 
various  countries  bears  witness  to  this  fact. 

The  constant  development  and  extension  of  the  use  of  alloys  possessing  special 
properties  for  special  services  is  -steadily  increasing  competition.  The  obvious 
approach  of  saturation  in  the  domestic  market  for  coal  and  for  iron  ores  as  a 
raw  material  of  the  steel  industry  for  similar  reasons  points  to  a  like  fate  for  the 
nonferrous  metals. 

Under  the  probable  conditions  of  the  future,  continuation  of  those  policies 
of  the  past,  in  which  price  maintenance  has  been  the  keynote,  cannot  fail  to 
bring  greater  troughs  of  unemplayment  and  greater  loss  of  earnings  and  capital 
than  h^ve  yet  been  experienced.  The  path  of  prudence  calls,  therefore,  not  for 
any  attempt  to  obtain  the  average  profit  margin  of  the  past  but  to  work  frankly 
for  a  substantially  lower  margin  by  establishing  controls  that  wiU  restrict  out- 
put whenever  that  margin  tends  to  decrease  or  disappear  and  permit  free  in- 
crease of  output  whenever  it  returns.  A  free  price  will  work  in  harmony  with 
and  reinforce  such  control  rather  than  in  opposition  to  it.  To  reestablish  a  free 
market  at  a  profitable  level,  the  first  essential  is  the  reduction  of  stocks  of  un- 
sold metal.  To  accomplish  this  as  rapidly  as  possible,  the  price  level  must  be 
prevented  from  rising  high  enough  to  interfere  with  this  reduction,  by  inducing 
increased  output. 

The  following  tables  give  numerous  details  concerning  the  operations  of  the 
leading  companies. 

Table  1, — Average  cost  of  producing  copper,  1926-S2 


Company 


Production 
(pounds) 


Calculated  earnings 


Total 


Per  pound 
(cents) 


Selling 

price  per 

pound 

(cents) 


Cost  per 
pound 
(cents) 


Anaconda  (Butte) -. 

Andes 

Chile 

Greene  Cananea 

Inspiration 

Calumet  &  Hecla 

derro  de  Pasco - ---.- 

Copper  Range ■... 

Kennecot't  (Utah^  Braden,  Alaska) . . 

Nevada  Consolidfted. 

Mother  Lode 

Phelps  Dodge .-. 

Granby 

Magma - 

Miami , 

Mohawk 

Old  Dominion 

United  Verde  Extension 

Npranda 

Hudson  Bay.' 

Katanga .-.. 

Grand  total 


1, 401, 802, 000 
491, 367,  270 

1, 434, 154, 920 
273,140,336 
601,OiJ,445» 
623,907,470 
596,170,000 
132, 928, 914 

2, 821, 726,  525 

1,317,461,967 
95,669,460 

1, 877, 028, 141 
316, 211, 461 
222, 277, 090 
348, 939, 166 
88, 533, 816 
107, 954,  571 
282,064,058 


$43,  530, 996 

20, 226,  592 

71,35S.  46; 

5,657,  li7 

8, 744, 8&1 

18,799,5-^3 

19,  -231, 133 

2, 050, 051 

158,088,942 

36,040,996 

4, 679, 044 

44, 617, 616 

12, 915, 634 

8, 528, 337 

5, 478, 536 

5, 047,  541 

-1,106,107 

13,975,177 


3.34 

4.45 
"5  01 
2.06 
1.74 
3.01 
3.23 
1.54 
5.49 
2.74 
4.89 
2.38 
4.08 
3.84 
1.57 
5.70 
-1.02 
4.96 


12, 925, 320, 000 

286,  222, 934 
-  75, 598, 000 
1, 501, 192, 980 


477, 893, 340 

17, 630, 254 
2, 961, 631 
28, 957, 775 


6.16 
3.92 
1.93 


14,  788, 334, 000 


527, 443, 000 


3.56 


13.32 
14.50 
13.14 
12.41 
13.04 
13.63 
12.96 
13.51 
13.35 
12.92 
13.46 
13.01 
13.77 
12.73 
13.51 
14.10 
13.30 
13.48 


13.27 

11.38 
6.84 
13.20 


13.19 


10.05 

8.13 
10.35 
11.30 
10.62 

9.73 
11.97 

7.86 
10.18 

8.57 
10.63 

a.  69 

8.89 
11.94 

8.40 
14.32 

8.62 


9.68 

5.22 
2.92 
11.27 


0.63 


Note.— The  subtotal  gives  the  production  controlled  by  nationals  of  the  United  States.    The  grand 
total  represents  64.14^ercent  of  the  world's  production  for  the  7  years. 
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In  the  foregoing  table  earnings  have  been  calculated  on  the  basis  of  aggregate 
interest  and  dividends  paid  out,  plus  or  minus  any  increase  or  decrease  in  net 
current  assets,  pkia  any  cash  investments  from  earnings  in  increased  facilities  to 
produce  or  in  the  securities  of  other  copper-producing  companies,  less  any  in- 
terest and  dividends  received  from  other  copper-producing  companies  and  any 
cash  received  from  the  sale  of  new  capital  issues.  Profits  from  the  production 
of  other  metals,  as  gold,  silver,  lead,  and  zinc,  have  all  been  credited  to  the  cost 
of  copper.  Similarly  profits  from  custom  smelting,  refining,  and  manufacturing 
enjoyed  by  certain  of  the  companies  have  also  been  credited  to  the  cost  of  copper. 
Where  the  investment  in  such  facilities  has  been  wise,  it  has  improved  the  com- 
peting power  of  the  unit  in  the  industry;  where  unwise,  it  has  proved  a  handi- 
cap. The  results  are  not  different  in  kind  from  those  inherent  in  higher  copper  or 
higher  precious-metal  contents  of  their  ores  than  those  of  their  competitors. 

Table  2  gives  the  same  data  for  the  operations  in  the  United  States  of  the 
companies  listed  in  table  1. 

Table  2. — Average  cost  of  producing  copper  in  the  United  States,  1926-32 


Company 


Production 
(pounds) 


Calculated  earnings 


Total 


Per  pound 
(cents) 


Selling 

price  per 

pound 

(cents) 


Cost  per 
pound 
(cents) 


Anaconda  (Butte) 

Inspiration _. 

Kennecott  (Alaska)' 

Utah 

Nevada  Consolidated 

Phelps  Dodge 

Calumet  &  Hecla - 

United  Verde  Extension . 

Magma 

Miami  Copper .- 

Copper  Range 

United  Verda ' 


1, 401, 
501, 


802, 000 
043,445 


$43,  530, 996 
8, 744, 881 


3.34 
1.74 


13.32 
13.04 


1,396, 
1, 317, 
1, 877, 
596, 
282, 
222, 
348, 
132. 


826,000 
461, 967 
028, 141 
MO,  000 
064, 058 
277, 090 
939, 166 
928, 914 


75, 398, 000 
36, 040, 996 
44,  617, 616 
19, 231, 133 
13, 975, 177 
8, 528, 337 
5, 478,  536 
2,  ,050, 051 


6.40 
2.74 
2.38 
3.23 
4.96 
3.84 
1.57 
1.54 


13.35 
•  12.92 
13.01 
12.96 
13.48 
12.73 
13.51 
13.51 


9.98 
11.30 
9.50 
7.95 
10.18 
10.63 
9.73 
8.52 
8.89 
11.94 
11.97 
.  50-9. 75 


Operations  outside  of  the  United 
States,  including  foreign  com- 
panies  - - 


8,076,480,781 
6,712,000,000 


257,  595. 723 
265,  286, 000 


3.19 

3,95  I 


13.14 
13. 42 


9.95 


Details  not  available;  figure  given  is  probable  average  cost.  ■ 

Note.— Phelps  Dodge  figures  include  those  of  its  Mexican  property  (Moctezuma  Copper),  whose  costs 
were  probably  slightly  higher  than  the  average.  Anaconda  and  Phelps  Dodge  figures  include  manufactur- 
ing profits  and  some  custom  smelting  and  refining  profits.    Kennecott  figures  mclude  manufacturing  profits . 


Table  3. — Market  value  of  securities  and  yield,  1920-32 


Year 

Year-end 
market 
value  of 

seciuities 
(000,000 

omitted) 

Yield 
based  on 
interest 
and  divi- 
dend pay- 
ments 
(percent) 

Year 

Year-end 
market 
value  of 

securities 
(000,000 

omitted) 

Yield 
based  on 
interest 
and  divi- 
dend pay- 
ments 
(percent) 

1920  (lows) 

$700 

913 

876 

959 

1.160 

1,142 

1,140 

1.74 
2.10 
2.64 
6.43 
4.74 
5.67 
6.58 

1927 

$1,144 

2,439 

3,351 

1,803 

764 

334 

222 

7.12 

1921 

1928 

3.88 

1922 

1929  (highs) 

4.76 

1923... 

1929 

8.84 

1924 

1930 

11.93 

1925 

1931 

9.67 

1926... 

1932  (December  29) 

*>  35 

Note.— Companies  included  are  Anaconda,  Andes,  Chile,  Greene,  Inspiration,  Calumet  &  Arizona, 
Phelps  Dodge,  Kennecott,  Nevada,  Mother  Lode,  Calumet  &  Hecla,  Cerro,  United  Verde,  United  Verde 
Extension,  Granbj,  Miami,  Magma,  Mohawk,  Old  Dominion,  and  Copper  Range.  The  figures  for  market 
value  have  been  adjusted  for  dupUcations  due  to  ownership  of  securities  by  other  members  of  the  group. 
AH  fixed  obligations  have  been  valued  at  par. 
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Table  4  gives  simuur  data  to  tables  1  and  2  for  a  large  section  of  the  United 
States  owned  industry  in  North  and  South  America,  including  the  following  com- 

Sani«s:  Anaconda,  Andes,  Chile,  Greene,  Inspiration,  Kennecott,  Utah,  Nevada, 
lother  Lode,  Braden,  Phelps  Dodge,  Calumet  &  Arizona,  Cerro  de  Pasco,  Copper 
Range,  Granby,  Magma,  Miami,  Mohawk,  Old  Dominion,  United  Verde,  and 
United  Verde  Extension.  These  figures  include  only  interest  and  dividends  paid, 
adjusted  for  any  duplication  of  dividends  but  not  adjusted  for  changes  in  net 
current  assets,  etc.,  as  in  tables  1  and  2. 


Table  4.- 


-Selling  price  and  interest  and  dividends  paid  by  certain  companies, 
1921-32 


Production 
(pounds) 
(000  omit- 
ted) 

Average 
selling 

price  per 
pound 
(cents) 

Bond  interest  and  divi- 
dends paid 

Percent  of 
average 
selling 

Year 

Total  (000 
omitted) 

Per  pound 
(cents) 

price  paid 
out  in  bond 
interest 
and  divi- 
dends 

1921 

520, 100 
1,064,000 
1,581,000 
1,924,000 
2, 030, 000 
2,114,000 
2, 156, 900 
2,496,500 
2,440,800 
1,888,600 
1,  702, 400 

882,200 

12.50 
13.38 
14.42 
13.02 
14.04 
13.86 
12.92 
14.57 
18.11 
12.98 
8.116 
5.  555 

$19,200 
23.100 
61.700 
55,000 
64,600 

.75,000 
82,  500 
94,900 

159, 400 
95,600 
41,300 
8,400 

3.69 
2.17 
3.90 
2.75 
3.13 
3.55 
3.82 
3.85 
5.93 
4.97 
2.43 
.95 

29.5 
16.2 
27.0 
19.6 
22.6 
25.7 
29.6 
26.4 
32.7 
38.3 
29.9 
17.1 

1922.: _ . 

1923.1 .......-., 

1924.. 

1925 

1926...: :.... 

1927........ 

1928 ...  .. 

1929.. . . 

1930..^.......:....  . 

1931 . :..            . 

1932........... 

21, 100, 400 

13.52 

.  780, 700 

3.70 

27.3 

Table  5  gives  similar  figures  for  the  Michigan  industry  for   1861-1910,  and 
table  6  gives  similar  figures  for  the  same  companies  as  table  4  for  1911-32. 

Table  5. — Selling  price  and  interest  and  dividends  paid  by  Michigan  copper  industry, 

1861-1910 


Production 
(pounds) 
(000  omit- 
ted) 

Average 
selling 

price  per 
pound 
(cents) 

Bond  interest  and  divi- 
dends paid 

Percent  of 
average 
selling 

Period 

Total  (000 
omitted) 

Per  pound 
(cents) 

price  paid 
out  in  bond 
interest 
and  divi- 
dends 

1861-06.. . 

68,605 
103, 448 
150,  965 
211,375 
312, 208 
433, 005 
593,666 
721, 829 
957, 136 
1,121,800 

33.58 
24.48 
25.58 
18.70 
16.18 
13.75 
10.75 
13.84 
14.30 
15.77 

$3, 080 
1,290 
10,  910 
10, 449 
11,482 
12.615 
15,  980 
38, 403 
30,  574 
45, 499 

4.48 
1.24 
7.22 
4.95 
3.68 
2.91 
2.f(9 
5.32 
3.19 
4.06 

13.4 
5.1 
28.2 
26.5 
24.2 
21.2 
25.0 
38.4 
22.3 
25.7 

1866-70 

1871-75 

1876-80 , . 

1881-85 , .-•......    ■ 

1886-90 ...: 

1891-95 

189&-1900 ... 

1901-5 ....     .J 

1906-10 

4,674,037 

15.21 

180, 302 

3.86 

25.4 
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Table  6. — Selling  price  and  interest  and  dividends  paid  by  United  States  owned 
industry  in  North  and  South  America,  1911-32 


Production 
(pounds) 
(000  omit- 
ted) 

Average 
selling 

price  per 
pound 
(cents) 

Bond  interest  and  divi- 
dends paid 

Percent  of 

average 

selling 

Period 

Total  (000 
omitted) 

Per  pound 
(cents) 

price  paid 
out  in  bond 
interest 
and  divi- 
dends 

1911-15 

6, 420, 000 
8, 250, 000 
7, 119, 100 
U,  396, 700 

15.37 
23.35 
13.64 
14.88 

$202,860 
520, 140 
223,600 
607,400 

3.74 
6.30 
3.14 
4.47 

24.3 

1916-20 , 

27.0 

1921-25 .    , 

23  0 

1926-30 

30.0 

■ 
1931... 

32,185,800 

1,702,400 

882,200 

16.86 
8.116 
6.555 

1,454,000 
41,300 
8,400 

4.52 
2.43 
.95 

26.8 
29.9 

1932 

17.1 

Omitting  war  period  (1916-20) 

34, 770, 400 
26, 520, 400 

16.14 
13.93 

1, 503, 700 
982, 560 

4.30 
3.70 

26.6 
28.6 

Study  of  these  data',  particularly  those  covering  the  complete  price  cycle  from 
1921  lows  to  1932  lows  in  table  2,  offers  convincing  evidence  that  an  average 
margin  of  3.25  cents  a  pound  in  real  earnings  for  the  United  States  industry  and 
3.75  cents  for  the  world  industry  as  a  whole  is  about  all  that  it  can  be  expected  to 
efl,rn  and  is  what  is  needed. to  sustain  it  in  a  sound  condition. 

Table  7 .^—Investment  in  mine  development,  plant,  and  equipment  and  net  working 
capital  of  North  and  South  American  copper  companies,  December  SI,  1929 


Ore  mined, 
1929  (tons) 

Oopp^  produced,  1929 
(pounds) 

Investment  in  mine  development,  plant, 
and  equipment 

Company 

Actual  out- 
put 

Rated 
capacity 
(000,000 
omitted) 

Total 

Per  ton 
of  ore 
mined 

Per 

pound  of 
actual 
output 
(cents) 

Per 
pound  of 

rated 
capacity 
(gents) 

Andes 

8,000,000 
4,  223, 856 

11, 000, 000 
4,428.746 
6, 773, 858 
6, 017, 983 
'1^888, 280 
428,  221 
4,604,716 

17,724,100 

162,663,775 
156, 758, 171 
299, 575, 752 
130, 486, 607 
107, 516, 201 

58, 841, 159 
.  266, 274, 918 

51,62|i,478 
218,360,613 
296, 274, 918 

200 
200 
375 
140 
120 

75 
350 

65 
240 
375 

$49, 746, 353 
38,791,843 
59,  611, 427 
18, 249, 620 
40, 739, 288 
14, 600,  000 
58, 278, 185 
10, 418,  203 
44, 469, 934 
48,500,000 

$6.20 
9.28 
5.42 
4.12 
7.06 
2.91 
4.52 
2.43 
9.66 
2.74 

30.6 
24.7 
20.0 
14.0 
37.8 
24.8 
2J.9 
24.3 
20.4 
16.4 

24.9 

Braden  • ...... 

19.4 

Chile           - 

16.0 

Calumet  &  Arizona... 
Inspiration    

13.0 
34.0 

Minmi              

19.6 

Nevada              

16.6 

16.0 

Phelps  Dodge 

18.5 

'Utah  Copper 

12.9 

74, 089, 000 

21,748,378,000 

2,140 

3  383,404,900 

»5.17 

«21.9 

17;  9 

See  footnotes  at  end  of  table. 
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Table  7. — Investment  in  mine  development,  plant,  and  equipment  and  net  working 
capital  of  North  and  South  American  copper  companies,  December  SI,  1929 — Con. 


Not  working  capital 

Total  Investment 

Company 

Total 

Per  ton 
or  ore 
mined 

Per 

pound  of 
actual 
output 
(cents) 

Per 
pound  of 

rated 
capacity 
(cents) 

Per  ton 
of  ore 
mined 

Per 

pound  of 

actual 

output 

(cents) 

Per 
pound  of 

rated 
capacity 
(cents) 

Andes     - 

$1, 656, 007 
« 13, 371, 000 

19,280,178 
8, 485. 891 
6, 697,  505 
6, 147, 311 

28,039,692 
5, 204, 295 

32, 241, 677 

28, 007, 559 

$0.20 
3.16 
1.75 
1.92 
1.15 
1.22 
2.18 
1.22 
7.00 
1.58 

1.0 
8.5 
6.4 
6.5 
6.2 
10.4 
10.3 
10.1 
14.8 
9.4 

0.8 
6.7 
5.1 
6.1 
5.6 
8.2 
8.0 
8.0 
13.4 
7.5 

$6.40 
12.44 
7.17 
6.04 
8.21 
4.13 
6.70 
3.65 
16.66 
4.32 

31.6 
33.2 
26.4 
20.5 
45.0 
35.2 
32.2 
34.4 
35.2 
25.8 

25  7 

Braden '        .-       -  - 

26  1 

ChUe.— ---■- 

21.1 

Calumet  &  Arixona — 

19.1 
39.6 

27.7 

Nevada. 

24  6 

Noranda.      -  . .  .  .  . 

24  0 

Phelps  Dodge --    -    - 

31  9 

Utah  Copper ^ 

20.4 

«  149, 140, 000 

1.96 

8.5 

6.9 

« «  7. 13 

30.4 

24.8 

'  Latest  available  figures  are  for  1924,  but  at  that  time  Braden  was  borrowing  its  |worklng  capital  from 
Kennecott,  and  the  working  capital  shown  is  taken  at  the  average  figure  per  pound  of  the  group. 

>  The  average  copper  recovered  per  ton  treated  by  the  group  was  23.67  pounds. 

'  Certain  additions  should  be  made  te  this  figure  to  cover  the  cost  of  smelting  and  converting  facilities  for 
Inspiration,  Miami,  Utah,  and  two-thirds  of  Nevada.  This  would  bring  the  total  to  about  $400,000,000,  or 
$5.39  per  ton  and  22.9  cents  per  pound  of  actual  output  in  1929.  The  total  product  would  then  be  ready  for 
market  as  blister  copper  except  part  of  that  from  Andes  and  Calumet  &  Arizona  and  all  of  that  from  Chile, 
which  would  be  electrolytic,  and  Braden,  whlch'would  be  "best  select  casting  copper."  To  provide  refining 
facilities  for  the  blister  copper  would  require  an  additional  investment  of  about  $30,000,000  in  plant,  bringing 
the  total  to  $430,000,000,  or  $5.79  per  ton  and  24.6  cents  per  pound. 

*  The  history  of  the  Industry  clearly  shows  that  to  be  in  comfortable  position  and  avoid  undesirable 
borrowing,  net  working  capital  should  equal  J  year's  cost  before  depreciation  and  depletion.  In  1929  this 
cost  was  about  8.5  cents  per  poond  for  the  group  given  in  the  table. 

Table  7  shows  the  actual  cash  investment  in  mine  development,  plant,  equip- 
ment, and  working  capital  which  the  industry  has  made.  An  annual  return  of 
3.25  cents  a  pound  on  an  investment  of  30  cents  a  pound  of  annual  capacity,  to 
return  capital  with  interest  and  profit,  is  a  fair  yield.  As  a  matter  of  fact,  at  the 
present  moment  (July,  1933)  the, industry  is  valued  on  the  securities  market  at 
about  30  cents  a  pound  of  annual  capacity.  Obviously  it  is  not  earning  any  such 
return  under  existing  conditions,  but  the  investing  and  speculating  public  ap- 
parently believe  that,  as  in  the  past,  it  will  return  to  that  level. 

Table  S.— Employment  by  principal  United  States  copper  producers,  1927,  19S9, 
and  1981,  and  by  largest  producers,  19S2 


Mines 

Mills  and  smelters 

Total 

Year 

Average 
number  of 
men  em- 
ployed 

Man-Shifts 
worked 

Average 
number  of 
men  em- 
ployed 

Man-shifts 
worked 

Average 
number  of 
men  em- 
ployed 

Man-sbifts 
worked 

1987 . 

22,384 

31,278 

19,687 

8.646 

7,438,021 
10.  287, 697 
5,075,862 
2,092,721 

11. 173 
13,417 
12,791 
4,584 

3,907,820 

4, 753, 307 

3,912,979 

898,979 

33,557 
44, 695 
32,478 
13, 130 

11,403,841 
15,040,904 
8,988,841 
2,9&1,700 

192S  — ;. 

1931     '....           .      .  . 

1932 
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Estimated  World  Reserves  op  Copper 

By  Arthur  Notman 
Consulting  Geologist,  New  York  City 

In  considering  the  amount  of  known  reserves  of  copper  in  the  world,  the  most 
significant  fact  is  that  no  important  copper-producing  area  has  yet  been  exhausted. 
The  Spanish  district  Rio  Tinto,  known  to  have .  produced  from  the  days  of  the 
Phoenicians,  is  stiU  active.  The  Mansfeld  area,  in  Germany,  has  a  recorded  pro- 
duction extending  continuously  from  the  13th  century.  In  Cornwall,  though  pro- 
duction iias  ceased,  substantial  amounts  of  copper  are  stiU  known  to  exist,  but  the 
metal  cannot  be  produced  in  competition  with  that  from  more  favorable  areas. 
The  redu'ction  in  the  average  grade  of  ore  that  can  be  treated  has  played  and  will 
continue  to  play  an  important  part  in  expanding  reserves  of  recoverable  copper 
of  the  world. 

There  is  wide  room  for  choice  in  defining  reserves  of  metal  in  the  groynd,  but 
certain  general  limitations  are  readily  recognizable.  The  human  race  has  a  real 
curiosity  about  the  total  amount  of  copper  contained  in  the  earth,  but  practically 
it  is. mainly  concerned  as  to  where  copper  can  be  obtained  most  readily,  in  what 
amount,  and  at  what  cost.  Secondly,  it  is  concerned  as  to  the  relation  between 
known  supplies  and  its  current  and  prospective  needs;  and  thirdly,  as  to  whether 
the  known  reserves  are  keeping  pace  with  consumption — that  is  to  say,  whether 
it  is  finding  more  or  less  new  reserves  than  it  is  consuming.  To  answer  these 
questions  briefly  for  the  moment,  it  may  suffice  to  say  that  the  known  reserves  of 
copper  are  probably  greater  now  with  respect  to  current  consumption,  or  even  the 
maximum  rate  of  1929,  than  at  any  previous  period  in  the  world's  history — cer- 
tainly greater  than  at  any  time  in  the  last  century.  Discovery  has  far  more  than 
kept  pace  with  rapidly  increasing  demand.  This  is  borne  out  by  the  recent  ten- 
dency to  restrict  the  movements  of  the  metal  in  world  trade  by  tariff  regulation. 

There  are  four  major  known  sources  of  supply  in  the  world  at  present.  In  the 
order  of  their  importance  as  gaged  by  past  production  they  are  (I)  the  Rocky 
Mountain  And  Great  Basin  area  of  the  United  States;  (2)  the  west  sjope  of  the 
Andes  in  Peru  and  Chile ;  (3)  the  central  plateau  of  Africa  in  the  Belgian  Congo 
and  Northern  Rhodesia;  (4)  the  pre-Cambrian  shield  area  of  central  Canada  and 
its  extension  into  northern  Michigan.  These  areas  contain  about  95  percent  of 
the  total  known  reserves. 

Table  1 ,  prepared,  by  the  American  Bureau  of  Metal  Statistics,  gives  the  latest 
official  estimate  of  reserves  of  most  of  the  principal  copper-producing  companies 
of  the  world. 

Ta.ele  1. —  Copper-ore  reserves  as  officially  reported 


Situation  of  mines 

Ore  reserves 

Copper 

Company 

Year 

Ore  (tons) 

Average 

grade  • 

(percent) 

Copper 
(tons) 

produced 
in  1929 
(tons)  1 

United  States  and  Mexico: 

Bagdad.-.-. -.. 

Consolidated  Copper- 
mines. 
Tiispirn  tioi  , 

1930 
1932 

1932 
1933 
1930 

1931 
1932 

1931 

1930 

1930 
1932 
1931 
1930 
1932 
1933 

48, 000, 000 
35, 000, 000 

69, 010, 770 
85, 439, 180 
300, 000, 000 

2,000,000 
388, 146, 550 

-     360,000 

640,000,000 

477, 200 

2, 920, 457 

14, 062, 761 

18, 000, 000 

203,909,973 

22, 450, 000 

1.20 
1.10 

1.37 
.96 

1.47 

2.00 
1.13 

«7.00 

1.07 

2.70 
.93 
1.81 
1.71 
»2.00 
2.77 

576, 000 
385,000 

945, 500 

817, 500 

4,410,000 

40,000 
4, 386, 100 

25,200 

6,848,000 

12,900 

27,200 

.254,500 

307,800 

4, 078, 200 

622,800 

Nftvaflft 

11,368 

Arizona 

53, 654 

Miami •. 

Arizona.- 

■  Nevada,  New  M;exico, 
andArizona. 

29,4?1 

Nevada  Consolidated. 
Old  Dominion 

133, 137 
9,472 

Phelps  Dodge 

New  Mexico,  Arizona,  • 

and  Mexico. 
Arizofta .-.., 

173, 195 

United  Verde  Exten- 

29,589 

sion. 
Utah...^ ; 

Utah .....: 

148,313 

Canada: 

Ontario. . ,. 

British  Columbia.. ... 

Granby  Consolidated - 

30,427 

Intejndtlpnal  Nickel— 
Noranda 

Ontafio 

•35,000 

Quebecl. .^ 

26,813 

'  The  production  in  1929  is  givep  in  order  to'afford  an  idfea  of  the  number  of  years  of  prospective  produc- 
tion, the  1929  rates  being  given  as  more  or  less  representative  of  the  maxima.  ■ 
•'  Approximate. 
>  Estimated. 
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Table  1. — Copper-ore  reserves  as  officially  reported — Continued 


Situation  of  mines 

Ore  reserves 

Copper 

Company 

Year 

Ore  (tons) 

Average 

grade 
(percent) 

Copper 
(tons) 

produced 
in  1929 
(tons) 

Canada— Continued. 

Sherritt-Gordon 

Manitoba 

1932 
1931 

1932 
1924 
1931 
1921 

1930 
1931 
1931 
1931 
1931 
1932 
1932 
1932 
1931 
1932 

1932 
1931 
1932 

4,800,000 
467,350 

986, 396 
137,400,000 
225,996,000 
688, 629, 889 

85,979,000 

21,000,000 

25, 000, 000 

8,000,000 

116,000,000 

141,780,000 

127,000,000 

2, 000, 000 

108, 000, 000 

1, 325, 433 

6, 600, 000 

691,942 

4,  799, 931 

2.50 
6,00 

4.75 
1.51 
3.18 
2.12 

6.41 

3.47 

3.46 

4.50 

4.41 

4.63 

4.00- 

7.00 

3.44 

2.61 

'2.00 
3.25 
2.74 

120,000 
28,000 

47,300 
2,074,700 
4,926,700 
14, 599, 000 

5, 512, 000 

728, 700 

865, 000 

360,000 

5,116,090 

6,  564,  400 

5, 080, 000 

140, 000 

3, 715, 200 

34,600 

132,000 
22,600 
131, 500 

Waite-Ackerman- 

Quebec 

1  100 

Montgomery. 
Cuba  and  South  America: 
Matahambre  Mines 

Cuba 

15,740 
81,332 
88, 163 
149,788 

151,006 

Andes 

Chile 

Braden 

Chile-     

Chile  Exploration  *  . 

Chile      - 

Africa: 

Katanga,.-- 

Belgian  Congo 

Northern  Rhodesia 

Northern  Rhodesia.... 

Northern  Rhodesia 

Northern  Rhodesia 

Northern  Rhodesia 

Northern  Rhodesia 

Northern  Rhodesia... 

Northern  Rhodesia 

Transvaal 

Sweden ^ 

Baluba-..- 

Chambishi 

Kansanshi 

Mufulira,- 

N'Changa ' 

N'Kana' , 

Chingola' _ 

Roan  Antelope 

7,529 

Other: 

Boliden .-  . 

Indian  Copper 

Mount  Lyell 

India... 

Australia 

1,832 
9,903 

3,  536,  242,  832 

2.09 

73, 934, 300 

1, 185,  780 

'  The  last  publication  of  ore  reserves  of  Chile  Exploration  Co.  was  made  in  1921.    Since  then  additional 
ore  has  been  developed  but  not  estimated. 
•  Rhokana  Corporation. 

With  the  exception  of  the  Chile  estimate  of  1921  and  the  Andes  estimate  of 
1924,  the  figures  given  in  table  1  are  aU  of  sufficiently  recent  date  to  indicate 
little  if  any  need  for  official  modification.  However,  A.  B.  Parsons,  secretary  of 
the  American  Institute  of  Mining  and  Metallurgical  Engineers,  in  his  recent 
book  "Porphyry  coppers,"  published  in  1933  by  the  Institute,  lists  the  reserves 
of  porphyr.y  copper  under  date  of  1929  as  follows: 

Table  2. — Ore  resources  of  porphyry  copper  mines 


Mine 


Utah 

Morenci 

Nevada 

Braden 

Miami ^ 

Ray— 

Chino 

Inspiration 

Chuquicamata. 
New  Cornelia. - 
Copper  Queen.. 
Andes 


Date  of  estimate 


December  1929. 
December  1930. 
December  1929. 

do. 

.—.do 

do 

do 

February  1926.. 
December  1922. 

May  1929 

December  192^. 
December  1924. 


Ore  (tons  ) 


640, 000, 000 
379, 349. 000 
I  67, 963, 000 
234, 798, 000 

97,  400, 000 
'  85, 103, 000 
'  125, 000, 000 

96, 000, 000 
684,  259, 000 
113,262,000 
'  23,  500, 000 
137, 400, 000 


2,684,034,000 


Copper 


Percent         Tons 


1.07 

L02 

'1.48 

2.18 

.95 

>  1.  65 

U.40 

1.40 

2.12 

1.25 

1.63 

1.51 


6, 848, 000 
3, 869,  OOO 
1, 006, 000 
5,119,000 

925, 000 
1, 408, 000 
1,  750,  000 
1, 34 1,  000 
14,  506,  000 
1,  420,  000 

383,000 
2,074,000 


40, 652, 000 


I  Private  communication  from  management. 
'  Includes  high-grade  ore. 


124491— 41— pt.  25- 
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Morenci,  New  Cornelia,  and  Copper  Queen  are  all  part  of  the  present  Phelps 
Dodge  Corporation.  Parsons  gives  them  a  combined  tonnage  of  492,611,000  tons, 
with  an  average  of  1.10  percent  of  copper  and  a  total  copper  content  of  5,672,000 
tons.  This  is  1,285,900  tons  more  metal  than  the  amount  given  for  the»  Phelps 
Dodge  Corporation  by  the  American  Bureau  of  Metal  Statistics,  whose  figure 
was  presumably  intended  to  include  not  only  the  porphyry  deposits  owned  by 
the  corporation  but  the  much  richer  limestone  replacement  deposits  owned  by  it 
in  Bisbee,  Arizona.  It  is  true  that  some  of  the  reserves  included  by  Parsons  have 
been  mined  since  1929.  The  Butte  deposits  of  the  Anaconda  and  the  Michigan 
deposits  are  not  included  in  his  table,  as  there  are  no  published  official  estimates. 
The  Butte  area  stands  second  in  the  list  of  producers  of  the  United  States; 
Michigan  for  many  years  stood  first  and  even  now  ranks  seventh  or  eighth. 

The  Engineering  and  Mining  Journal  for  February  23,  1931,  published  an 
estimate  of  world  reserves  by  Col.  P.  E.  Barbour  showing  an  aggregate  of  88,542,000 
tons  of  copper.  The  main  increase  over  that  shotvn  in  table  2  was  316,000,000 
tons  of  4  percent  ore,  or  12,640,000  tons  of  copper,  developed  by  the  Chile  Copper 
Co.  since  1921,  the  date  of  the  last  official  estimate.  Since  the  1931  estimate  for 
the  Mufulira,  in  Northern  Rhodesia,  that  company  has  published  (in  June,  1932) 
an  estimate  of  162,000,000  tons  of  4.12  percent  ore,  or  6,706,800  tons  of  copper, 
an  increase  of  1,590,800  tons.  This  increase  is  equal  to  75  percent  of  all  the 
copper  mined  in  the  world  in  the  two  years  1932  and  1933.  No  doubt  similar 
increases  might  be  registered  for  the  two  other  important  Rhodesian  companies, 
if  there  were  any  object  in  doing  so. 

If  we  take  into  consideration  the  probable  reserves  in  the  Butte  and  Lake 
Superior  districts  in  this  country  and  the  unreported  reserves  in  Russia  and 
Japan,  it  is  safe  to  say  that  the  total  known  world  reserves  are  of  the  order  of 
100,000,000  tons  of  copper.  The  average  rate  of  consumption  for  the  last  13 
years,  according  to  the  American  Bureau  of  Metal  Statistics,  has  been  about 
1,450,000  tons.  At  that  rate,  even  if  no  more  copper  were  found,  the  reserves 
would  last  for  69  years.  It  is  probable,  therefore,  that  for  some  years  to  come 
only  the  lower-cost  mines  will  find  a  profitable  outlet  for  their  copper  except 
where  free  market  conditions  are  interfered  with  by  tariffs,  quotas,  etc. 

Since  1800  the  United  States  has  absorbed  about  20,000,000  tons  of  copper, 
and  the  estimated  reserves  of  the  domestic  mines  amount  to  about  20,000,000 
tons.  In  other  words,  for  each  person  of  this  country  there  is  about  300  pounds 
of  the  metal  in  use  and  as  much  more  available  in  the  ground.  This  would  seem 
to  be  an  entirely  adequate  supply  and  more  than  adequate  assurance  for  the 
future. 

The  domestic  industry  is  now  equipped  to  produce  annually  1,200,000  tons  of 
new  copper,  or  19.2  pounds  per  capita,  and  has  a  potential  capacity  to  recover 
250,000  tons  of  scrap,  or  4  pounds  per  capita.  In  1929,  according  to  the  American 
Bureau  of  Metal  Statistics,  the  country  consumed  18.42  pounds  per  capita;  in 
1932  the  consumption  dropped  to  5.39  pounds,  an  amount  less  than  25  percent 
of  the  potential  supply  from  domestic  sources  alone. 

Beyond  all  these  figures  lies  the  fact  that  most  of  the  proved  districts  contain 
many  more  milllions  of  tons  of  the  metal  in  material  too  low  in  grade  to  have 
been  profitable  in  the  past  but  ready  at  any  time  for  extraction  when  costs  can 
be  reduced  or  demand  has  increased  to  a  point  beyond  the  ability  of  the  cheaper 
sources  of  supply  to  satisfy  the  needs. 

When  the  day  arrives  that  the  inhabitants  of  South  America,  Asia,  and  Africa 
require  facilities  similar  to  those  now  in  use  in  the  industrial  nations  of  the  world, 
they  may  replace  the  apparently  waning  requirements  of  the  nations  of  western 
Europe  and  North  America  for  new  copper.  At  least  it  can  be  sai(;l  that  there 
is  no  present  shortage  of  supply,  and  no  prospect  of  one  for  several  decades 
to  come. 

"Exhibit  No.  2169-B"  introduced  on  p.  13301  is  on  file  with  the  committee. 
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Exhibit  No.  2170 
Foreign  Direct  Investments  in  the  United  States,  hy  Industries,  1937 
[000  omitted] 

Industni 

Manufacturing:  Investment 

Automobile  parts $34,  821 

Iron  and  steel 6,  348 

Non-ferrous  metals 24,  200 

Transportation  equipment 1,  790 

Machinery 31,  977 

Heating  and  electrical  equipment 11,  963 

Hardware 12,  276 

Building  and  constructed  material 15,  827 

Paper  and  wood  products 18,  236 

Chemicals --- 220,304 

Rubber 2,  561 

Leather 1-  2,725 

Textiles - .      217,  164 

Foodstuffs ,         31,938 

Beverages , :-  65,  275 

Tobacco . ■--  18,764 

Other  manufactures 12,  500 

Total,  manufacturing -_. $728,  669 

Distribution 119,  161 

Transportation 267,  002 

Public  Utilities 9,  182 

Petroleum 283,450 

Mining . 23,902 

Finance: 

Banking,  securities 61,  103 

Insurance 351,  262 

Total,  finance - - -  $412,  365 

Agriculture 12,  670 

M isceUaneous-  - 36,  202 

Grand  Total $1,  882,  603 
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Exhibit  No.  2171 

Foreign  Direct  Investments  in  the  United  States,  by  Countries,  1931 

[000  omitted] 


Cmmtry 
Europe: 

Austria 

Belgium 

Czechoslovakia 

Denmark 

France 

Germany 

Greece 

Irish  Free  State  __ 

Italy J- 

Lichtensteih 

Lithuania 

Luxembourg 

Madeira 

Monaco 

Netherlands 

Norway 

Poland -- 

Portugal 

Spain 

Sweden 

Switzerland 

Union      of      Socialist 

Soviet  Republics 
United  Kingdom.  . 


Total,  Europe, 
North  America: 

Canada 

Newfoundland-  _ 


Total,  North  Affter- 

ica 

Mexico  and  Central  Amer- 
ica: 

Mexico 

El  Salvador 

Guataaaala 

Honduras.  ^ 

Panama 


Total,    Mexico    and 
Central  America 


Total 

Investment 

$155 

71, 

190 

1, 

467 

8, 

138 

56, 

503 

54, 

985 

765 

1, 

107 

12, 

476 

8, 

257 

35 

2, 

757 

147 

67 

178, 

519 

2, 

318 

26 

2 

1, 

419 

29, 

736 

73, 

932 

20 

833, 

343 

1,  337, 

364, 

462 

593 

102 

462 

695 

1 

751 

1 

60 

12 

125 

1 

1 

949 

Country 
South  America: 

Argentina 

Bolivia 

Brazil 

Chile 

Peru 


Total,  South  Amer- 
ica  

West  Indies: 

British  West  Indies 

Cuba 

Dominican  Republic- _ 

Total.  West  Indies  . 
Africa: 

British  Africa 

Egypt 


Total 
Investment 

$987 

14 

1,674 

7, Til 
21 


10,  473 


Total,  Africa- 


Asia: 

British  India 

China 

Hong  Kong 

Iraq 

Japan 

Netherlands   East   In- 
dies  

Palestine 

Philippine  Islands 

Turkey 

Total,  Asia 

Oceania: 

Australia 

New  Zealand - 


Total,  Oceania. 
Unknown 


914 

4,986 

75 


5,  975 

255 
3 


258 

1,260 

4,803 

436 

106 

41,  030 

1 

44 

9,803 

4 


57,  487 

741 
1,864 

2,605 
3,797 


Grand  total $1,882,603 
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List  of  industries  involved  in  cases  brought  before  the  Federal  Trade  Commission 
and/or  the  courts  over  the  last  ten  years  in  which  the  members  of  any  industry 
employed  a  trade  association  or  other  common  agency  to  depiii)e  individual  sellers 
of  their  freedom  to  determine  their  own  output  and/or  the  prices  at  which  they  may 
sell,  or  to  exclude  other  sellers  from  the  trade 

Asphalt  shingle  and  roofing: 

Asphalt  Shingle  &  Roofing  Institute,  1930.     "Federal  Antitrust  Laws",  Case 
#377. 
Automobile  parts  and  accessories  jobbers: 

(a)  Birmingham  Automotive  Jobbers  Association,  1935.     FTC  Docket  #2382. 

(b)  National  Standard  Parts  Association,  1936.     Complaint,  FTC  Docket 

#2942. 
Building  materials  suppliers: 

(a)  National  Federation  of  Builders  Supply  Associations  and  Building  Ma- 

terial Dealers  Alliance,  1937.     TNEG  Hearings,  p.  2331. 

(b)  Florida  Building  Material  Institute,  Inc.,  1938.     Hearings,  p.  2348. 
Blue  print  paper: 

Scientific    Apparatus    Makers    of    America,    Inc.,    1937.     Complaint,    FTC 
Docket  #3092. 
Bolts,  nuts,  and  rivets: 

Bolt,  Nut,  and  Rivet  Manufacturers  Association,  1931.     FAL,  Case  #378. 
Brushes — common  agent: 

Ox  Fibre  Brush  Co.  and  others,  1937.     FAL,  Case  #424. 
Butter  tubs : 

Butter  Tub  Manufacturers  Council,  1937.     Hearings,  p.  2324. 
Buttons  and  buckles: 

Covered  Button  &  Buckle  Creators,  Inc.,  1937.     Hearings,  p.  2327. 
Candy  distributors: 

(a)  Confectioners  Club  of  Baltimore,  1930.     FAL,  Case  #350. 

(b)  Evansville  Confectioners  Association,  1929.     FAL,  Case  #360. 

(c)  Southern  ISJew  York  Candy  Distributors  Association,  1935.     FTC  Docket 

#2292 

(d)  Wyoming  Valley  Jobbers  Association,  1935.     FTC  Docket  #2403. 

(e)  New    York    State    Wholesale    Confectionery    Associations,    Inc.,    1936. 

Hearings,  p.  2314. 
Card  clothing: 

Card  Clothing  Manufacturers  Association,  1936.     Complaint,  FTC  Docket 
#3019. 
Cast  iron  soil  pipe: 

Cast  Iron  Soil  Pipe  Association,  1937.     Complaint,  FTC  Docket  #3091. 
Chalk  and  vax  crayons,  water  colors,  etc. : 

;     Crayon,  Watercolor  and  Craft  Institute,  1938.     Hearings,  p.  2335. 
Cellulose  sheeting: 

National  Converters  Institute,  1939.     Complaint,  FTC  Docket  #3897. 
Cement: 

Cement  Institute,  1937.     Complaint,  FTC  Docket  #3167. 
Cleaners  and  dyers  (D.  C.) : 

Atlantic  Cleaners  &  Dyers,  Inc.,  1931.     FAL,  Case  #358. 
Compressed  air  machinery  and  pneumatic  tools: 

Compressed  Air  Institute,  1939.     Complaint,  FTC  Docket  #3958. 
Corn  products: 

Corn  Derivatives  Institute,  1932.     FAL,  Case  #382. 
Corn  cribs  and  silos — common  agent: 

Rowe  Manufacturing  Co.,  1938.     Hearings,  p.  2353. 
Corrugated  and  solid  fibre  board  shipping  containers: 

National  Container  Association,  1939.     Indictment. 
Cotton  yarns: 

Mercerizers  Association  of  America,  1931.     Hearings,  p.  2306. 
Dresses : 

(a)  Dress  Cre'ators  League  of  America,  1934.     FAL,  Case  #401. 

(b).  Party  Dress  Guild,  Inc.,  1934.     FAL,  Case  #402. 

(c)  Half-Size  Dress  Guild,  Inc.,  1934.     FAL,  Case  #403. 

(d)  Fashion  Originators  Guild,  1939.  "  FTC  Docket  #2769, 


CONCENTRATION  OF  ECONOMIC  POWER  13561 

Electrical  contractors: 

(a)  San  Francisco  Electrical  Contractors  Association,  1939.     Indictment, 

(b)  Electrical  Contractors  Association  oi  Pittsburgh,  1939.     Indictment. 

(c)  U.  S.  Engineering  Survey  and  Audit  Co.  (New  Orleans),  1939.     Indict- 

ment. 
Electrical  equipment  distributors  (Detroit) : 

Cadillac  Electric  Supply  Co.  (use  of  common  employee  as  agent),  1939.     In- 
dictment. 
Fire  hose: 

Rubber  Manufacturers  Association,  Inc.,  1935.     FTC  Docket  #2354. 
Fireworks : 

Pyrotechnic  Industries,  Inc.,  1938.     Hearings,  p.  2342. 
Fish  wholesalers: 

Fish  Credit  Association,  Inc.,  1936.     FAL,  Case  #389. 
Furniture  retailers: 

Retail  Furniture  Dealers  Association  of  St.  Louis,  1936.     Hearings,  p.  2320. 
Furs: 

(a)  Protective  Fur  Dressers  Corporation,  1936.     FAL,  Case  #394. 

(b)  Fur  Dressers  Factors  Corporation,  1937.     FAL,  Case  #396. 
Glass  distributors: 

National  Glass  Distributors  Association,  1937.     Hearings,  p.  2330. 
Glazing  contractors  (Cleveland) : 

Steel  Sash  Glass  Bureau,  1939.     Indictment. 
Golf  balls: 

Golf  Ball  Manufacturers  Association,  1938.    Hearings,  p.  2335. 
Grocery  wholesalers  (Fall  River,  Mass.) : 

Fall  River  Wholesale  Grocers  Association,  1936.    Hearings,  p.  2317. 
Hot  air  furnaces: 

New  York  Sheet  Metal  Roofing  and  Air  Conditioning  Contractors  Associa- 
tion, 1937.     Hearings,  p.  2328. 
Industrial  rivets: 

Institute  of  Tubular  Split  and  Outside  Pronged  Rivet  Manufacturers,  1938. 
Hearings,  p.  2342. 
Kraft  paper: 

Kraft  Paper  Association,  1939.     Indictment. 
Ladies  imitation  leather  handbags: 

National  Association  of  Ladies  Handbag  Manufacturers.  1935.    FTC  Docket 
#2189. 
Laundries  (Southern  California) : 

Southern  California  Laundry  Owners  Association,  1932.    FTC  Docket  #1954. 
Linen  coats,  towels  and  aprons  (D.  C.) : 

Linen  Supply  Association  of  the  District  of  Columbia,   1935.     Hearings 
p.  2310. 
Lumber  (Pacific  Coast): 

(a)  California  Lumbermen's  Council,  1038.    Hearings,  p.  2343. 

(b)  Hardwood  Institute,  1938.     Complaint,  FTC  Docket  #3418. 
Machine  tools: 

Machine  Tools  Distributors  (Chica,go  District),  1932.    Hearings,  p.  2308, 
Metal  windows: 

Metal  Window  Institute,  1937.     Hearings,  p.  2329. 
Millinery: 

Millinery  Quality  Guild,  1934,  1937.    FAL,  Case  #386,  Hearings,  p.  2322. 
Norwegian  sardines: 

Norwegian  Canners  Price  Committee,  1931.    FAL,  Case  #374. 
Oil  (Pacific  Coast) : 

(a)  Standard  Oil  Company  of  California,  1930.    FAL,  Case  #369. 

(b)  Independent  Refiners  Association,  1939.     Indictment. 
Paper,  pulp  and  wooden  dishes: 

Food  Dish  Associates  of  America,  1938.     Hearings,  p.  2349. 
Photo-engraving: 

.     American  Photo-Engravers  Association,  1928.    FTC  Docket  #82  and  #928. 
Poultry  (New  York) : 

Greater  New  York  Live  Poultry  Chamber  of  Commerce,  1934.    FAL,  Case 
#368. 
Power  cable  and  wire: 

National  Electrical  Manufacturers  Association,  1936.    Hearings,  p.  2319. 
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Produce  distributors  (New  York): 

Union  Pacific  Produce  Co.,  1936.     FAL,  Case  #387. 
Retail  credit  reporting  service: 

National  Retail  Credit  Association,  1933.    FAL,  Case  #390. 
Rice: 

California  Rice  Industry,  1938.     Hearings,  p.  2340. 
Rubber  heels  distributors: 

The  I.  T.  S.  Co.  and  National  Federation  of  Master  Shoe  Rebuilders,  1938. 
Hearings,  p.  2321. 
Sand  and  gravel  contractors  (New  York) : 

Long  Island  Sand  &  Gravel  Producers  Association,  1939.    Indictment. 
Sea  food  (D.  C.) : 

Washington  Sea  Food  Dealers  Association,  1936.    Hearings,  p.  2309. 
Sheet  metal  contractors  (New  Orleans) : 

Sheet  Metal  Association,  1939.    Indictment. 
Snow  fence: 

United  Fence  Manufacturers  Association,  1938.    Hearings,  p,  2345. 
Sponges : 

(a)  Tarpon  Springs  Sponge  Exchange,  1938.    Hearings,  p.  2333. 

(b)  Sponge  Institute,  1939.    FTC  Docket   #3025. 
Sugar: 

Sugar  Institute,  1936.     FAL,  Case  #379. 
Surgical  instruments  and  supplies: 

Metropolitan  Instrument  Council,  1936.    FTC  Docket  #2409. 
Textile  refinishing: 

Textile  Refinishers  Association,  Inc.,  1936.    FAL,  Case  #414. 

(a)  Northwest  Tile  &  Mantel  Contractors  Association,  1930.     FTC  Docket 

#1764. 

(b)  Detroit  Tile  Contractors  Association  and  Tile  Contractors  Association  of 

America,  1939.     Indictment. 

(c)  Chicago  Mantel  &  Tile  Contractors  Association,  1940.    Indictment. 
Trucking: 

(a)  Motor  Freight  Transport  Association,  1931.    FAL,  Case  #380. 

(b)  Market  Truckmens  Association,  1933.    FAL,  Case  #392. 
Uniform  caps: 

T^niform   Cap   Manufacturers  Institute,   Inc.   and  Cap  Association  of  the 
United  States,  1937.     Hearings,  p.  2324. 
Water  gate  valves,  hydrants  &  fittings: 

Waterworks  Valve  &  Hydrant  Group  of  Valve  &  Fittings  Institute,  1937. 
Hearings,  p.  2323. 
Wooden  containers: 

(a)  American  Veneer  Package  Association,  1938.     Complaint,  FTC  Docket 

#3556. 

(b)  Standard    Container    Manufacturers    Association,    1937.      Complaint, 

FTC  Docket  #3289. 
Woo'en  goods: 

Wool  Institute,  Inc.,  1930.     FAL,  Case  #375. 
Zinc  and  copper  plates: 

Photo  Engravers  Copper  Zinc  and  Grinders  Association,  1936.     Hearings, 
p.  2313. 

Exhibit  No.  2174 

Sales  cartel  or  syndicate  arrangements  in  the  United  States 

Oil  Industry,  Central  Association  of  Refiners,  1875. 
Salt  Industry  in  Michigan,  1876. 

Wall  Paper  Industry— Continental  Wall  Paper  Co.,  1898--1909. 
Sheet  Music  and  Player  Piano  Rolls — Consolidated  Music  Corp.,  1922. 
White  Glazed  Paper  Industry — American  Coated  Paper  Co.,  1921. 
Cattle  and  Calf  Hair  Industry — Tanners  Products  Co.,  1927. 
Water-Marked  Paper  Industry— Alden  Paper  Co.,  1930. 
Sardines — Maine  Co-operative  Sardine  Co.,  1927. 
Bituminous  Coal  Industry — Appalachian  Coals,  Inc.,  1933. 

PubUc  performance  of  copyrighted  music — American  Society  of  Composers,  Au- 
thors &  Publishers,  1934. 
Concrete  Pipe  Industry — Arlington  Concrete  Pipe  Corp.,  1938. 
Candy  Stick  Industry— Imperial  Wood  Stick  Co.,  1939. 
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Exhibit  No.  2175 

Quota  Systems  Operative  in  NRA  Codes 

lumber  and  timber  products 
(Art.  VIII) : 

(a)  To  effectuate  the  declared  purposes  of  this  Code  in  respect  of  maintaining  a 
reasonable  balance  between  the  production  and  the  consumption  of  lumber  and 
timber  products  and  to  assure  adequate  supplies  thereof,  the  Authority  shall 
determine,  and  from  time  to  time  revise,  not  less  frequently  than  each  three 
months,  except  as  hereinafter  otherwise  provided  estimates  of  expected  consump- 
tion, including  exports,  of  lumber  and  timber  products  of  each  Division  and  Sub- 
division; and  based  thereon  it  is  empowered  to  establish,  and  from  time  to  time 
revise,  production  quotas  for  any  Division  or  Subdivision  of  the  lumber  and  timber 
products  industries.  Allotments  within  each  Division  and  Subdivision,  for  the 
persons  therein,  shall  be  made,  subject  to  the  supervision  of  the  Authority,  by 
the  agencies  designated  by  it.  Said  quotas  as  between  such  Divisions  or  Sub- 
divisions shall  be  in  proportion  to  the  shipments  of  the  products  of  each  during  a 
representative  recent  past  period  to  be  deterrained  by  the  Authority;  but  the 
Authority  may  modify  said  proportions  if  warranted  by  evidence.  In  case  of 
Divisions  or  Subdivisions,  the  raw  material  of  which  is  imported,  the  quotas  and 
allotments  may  be  in  terms  of  imports,  so  far  as  may  be  consistent  with  the  provi- 
sions of  Section  3  (e)  of  the  National  Industrial  Recovery  Act. 

(b)  Each  person  in  operation  shall  be  entitled  to  an  allotment.  Each  person 
known  to  any  Division  or  Subdivision  agency  to  be  in  operation  shall  be  registered 
by  such  agency  immediately  and  shall  be  assigned  an  allotment.  The  agency 
shall  also  immediately  give  public  notice  reasonably  adapted  to  reach  all  persons 
operating  or  desiring  to  operate,  stating  the  date  on  which  the  allotments  will  be 
determined;  and  any  person  desiring  to  operate  who  shall  give  the  agency  written 
notice  of  such  desire  ten  days  before  the  allotment  date,  supported  by  acceptable 
evidence  of  ability  to  operate,  shall  be  registered  by  the  agency  and  assigned  an 
allotment.  Any  person  so  registered  shall  be  deemed  an  "eligible  person"  for 
the  purposes  of  this  Article. 

(c)  The  allotment  for  each  eligible  person  shall  be  determined  from  time  to 
time  for  a  specified  period  not  exceeding  three  (3)  months  and,  except  as  may  be 
permitted  under  the  provisions  of  section  (d)  hereof,  shall  be  as  follows: 

(1)  That  proportion  of  a  specified  percentage,  determined  as  provided  in  sections 
(d)  and  (e)  of  this  Article,  of  the  Division  or  Subdivision  quota  which  his  greatest 
average  hourly  production  in  the  hours  operated  during  any  three  calendar  years 
since  December  31,  1924,  is  of  the  aggregate  of  such  hourly  production  of  all 
eligible  persons  within  the  Division  or  Subdivision. 

(2)  That  proportion  of' a  specified  percentage,  determined  as  provided  in  sec- 
tions (d)  and  (e)  of  this  Article,  of  the  Division  or  Subdivision  quota  which  his 
greatest  average  yearly  production  for  any  three  calendar  years  since  December 
31,  1924,  is  of  the  aggregate  of  such  yearly  production  of  all  eligible  persons 
within  the  Division  or  Subdivision.  In  the  application  of  this  subsection,  ship- 
ments may  be  used  in  lieu  of  production  at  the  option  of  a  Division  or  Subdivision. 

(3)  That  proportion  of  a  specified  percentage,  determined  as  provided  in  sections 
(d)  and  (e)  of  this  Article,  of  the  Division  or  Subdivision  quota  which  the  greatest 
average  number  of  his  employees  during  any  three  calendar  years  since  December 
31,  1924,  is  of  the  aggregate  of  such  number  of  employees  of  all  eligible  persons 
within  the  Division  or  Subdivision. 

(4)  That  proportion  of  not  to  exceed  ten  (10)  percent  of  the  Division  or  Sub- 
division quota  which  the  amount  of  taxes  paid  by  him,  except  Federal  taxes, 
taxes  on  ore,  coal,  petroleum,  ships,  retail  yards,  and  timber  not  set  apart  for  the 
operation,  during  the  next  preceding  calendar  year  is  of  the  total  amount  of  such 
taxes  paid  by  all  eligible  persons  within  the  Division  or  Subdivision. 

(5)  That  proportion  of  not  to  exceed  fifteen  (15)  percent  of  the  Division  or 
Subdivision  quota  which  the  quantity  of  reserve  standing  timber  allocated  to  his 
operations  within  said  Division  or  Subdivision,  and  at  the  time  the  allotment  is 
made,  owned  by  him  in  fee  or  under  contract  is  of  the  total  quantity  of  such  reserve 
standing  timber  owned  in  fee  or  under  contract  by  all  eligible  persons  within  the 
Division  or  Subdivision. 

(6)  In  any  Division  or  Subdivision  where  the  Divisional  or  Subdivisional  ad- 
ministrative agency  shall  by  two-thirds  majority  vote  so  request,  the  Authority 
may,  if  it  shall  determine  that  it  is  impractical  otherwise  to  administer  production 
control  within  said  Division  or  Subdivision,  authorize  the  allotment  of  production 
therein  in  terms  of  allowable  hours  of  operation. 
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(d)  (1)  Exceptions  to  or  changes  in  any  allotment  thus  established  shall  be 
made  only  for  special,  accidental,  or  extraordinary  circumstances,  or,  in  any 
Division  or  Subdivision,  for  other  factors  peculiar  to  a  limited  group  of  operations. 
Exception  may  be  made  only  on  application  to  the  designated  Division  or  Sub- 
division agency  by  an  eligible  person  who  must  submit  evidence  in  support  of 
his  application,  and  the  exception  may  be  granted  only  upon  a  published  finding 
and  statement  of  reasons  therefor. 

(2)  A  person  conducting  seasonal  operations  as  defined  in  Article  VI  (a)  (2) 
(D)  hereof  shall  be  entitled,  on  application  to  his  Division  or  Subdivision  agency, 
to  produce  during  his  period  of  operation  not  only  amounts  allotted  to  him  during 
his  period  of  operation  but  also  amounts  allotted  to  him  under  section  (c)  hereof 
since  the  termination  of  his  previous  operating  period. 

(3)  In  the  case  of  any  person  (a)  who  produced  during  less  than  three  calendar 
years  since  December  31,  1924,  and  before  December  31,  1930,  or  (b)  who  is 
entitled  to  an  allotment  for  operation  of  new,  additional,  or  restored  facilities, 
which  were  not  in  operation  for  such  three  calendar  years,  or  (c)  for  whom  for 
any  other  reason  such  three  calendar  years  are  not  reasonably  representative  of 
his  present  circumstances,  his  average  hourly  production,  his  average  yearly  pro- 
duction, and  his  average  number  of  employees  shall  be  determined  by  the  Division 
or  Subdivision  agency  on  an  equivalent  basis  by  comparison  with  substantiallv 
equal  facilities  already  established  and  in  like  regions  or  conditions. 

(4)  On  application  of  a  Division  or  Subdivision,  the  Authority  may  authorize 
the  allotment  of  production  therein  on  any  one  or  more  of  the  bases  provided  jn 
subsections  (1),  (2),  and  (3)  of  "section  (c)  hereof  in  such  relative  proportions  as 
the  Authority  may  approve;  and  including  or  not  the  bases,  or  either  of  them, 
provided  in  subsections  (4)  and  (5)  of  said  section  (c). 

(e)  In  the  absence  of  an  approved  application  from  any  Division  or  Subdivision 
for  the  assignment  of  allotments  under  the  provisions  of  subsection  (4)  of  section 
(d)  hereof,  the  Authority  may  direct  that  allotments  within  said  Division  or 
Subdivision  be  assigned  in  accordance  with  the  provisions  of  section  (c)  in  the 
following  relative  proportions: 

Subsection  (1),  hourly  production,  40  percent; 
Subsection  (2),  yearly  production  or  shipments,  30  percent; 
Subsection  (3),  number  of  employees,  15  percent; 
Subsection  (4),  taxes  paid,  5  percent; 
Subsection  (5),  standing  timber,  10  percent; 

unless  the  Division  or  Subdivision  shall  elect  to  accept  the  average  relative  pro- 
portions of  the  Divisions  or  Subdivisions  whose  allotments  have  been  theretofore 
approved. 

(f)  The  basis  for  determination  of  Division  and  Subdivision  quotas  and  of 
individual  allotments  and  any  revisions  thereof,  all  quotas,  all  allotments,  and  all 
appeals  therefrom  and  all  decisions  on  appeals  shall  be  published. 

?g)  Allotments  from- two  or  more  Divisions  or  Subdivisions  to  the  same  person 
shall  be  separate  and  distinct  and  shall  not  be  interchangeable.  Allotments  shall 
not  be  cumulative  except  as  authorized  in  specific  cases  under  Section  (d)  (1)  of 
this  Article,  or  in  cases  of  seasonal  operations  of  a  division  or  subdivision  under 
Section  (d)  (2)  of  this  Article,  and  shall  not  be  transferable  except  that  upon  appli- 
cation, the  administrative  agency  of  a  division  or  subdivision,  if  it  shall  find  that 
the  nontransferability  of  an  allotment  causes  or  will  cause  an  undue  hardship 
in  any  particular  case,  and  if  it  sliall  find,  further,  that  the  limitations  hereinafter 
sot  forth  upon  the  exercise  of  its  authority  do  not  exist,  may  authorize,  under  such 
equitable  conditions  and  limitations  as  it  shall  determine,  the  transfer  of  allot- 
ments between  operations  under  the  same  ownership  within  the  same  division 
or  subdivision,  provided  that  such  authorization  shall  not  become  effective  /for 
a  period  of  fifteen  (15)  days  after  the  date  thereof,  and  provided,  further,  that 
such  authorization,  together  with  the  findings  of  fact  of  said  agency  shall  be  trans- 
mitted on  the  date  thereof  to  the  Authority  and  the  National  Recovery  Adminiu- 
tration,  and  provided  further,  that  such  authorization  shall  be  subject  to  appeal 
by  any  interested  party  as  provided  in  Article  XVII  hereof.  No  division  or  sub- 
division agency  shall  authorize  the  transfer  of  any  allotment:  (1)  from  a  mill  or 
factory  acquired  after  the  effective  date  hereof  until  such  mill  shall  have  been 
operated  in  good  faith  for  six  consecutive  months  by  the  new  owner;  (2)  from  one 
mill  to  another  unless  the  species  ordinarily  produced  by  both  are  substantially 
the  same;  or  (3)  from  any  mill,  the  greater  part  of  whose  product  may,  under  the 
provisions  of  Article  IX,  Section  (a),  Subsection  2  of  this  Code,  be  sold  at  prices 
less  than  the  approved  reasonable  costs  for  the  division  or  subdivision,  except  from 
a  mill  of  the  same  class. 
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(h)  Whenever  in  the  case  of  anj'  eligible  person  it  phall  be  necessary,  in  order  to 
accept  and  execute  ordws  for  export,  to  have  an  addition  to  hie  regular  allotment, 
provision  for  such  necessary  excess  shall  be  made  by  the  Division  or  Subdivision 
agency,  provided  that  any  excess  ebc  ve  his  allotment  shall  be  deducted  from  his 
subsequent  allotment  or  allotments. 

(i)  The  Authority  may  modify,  or  cause  to  be  modified,  production  quotas  and 
allotments  determined  toreund?T,  and  the  bases  therefor,  in  such  manner  and  to 
such  extent  as  may  be  necessary  to  eflFectuate  the  provisions  of  the  Code  in  respect 
of  the  conservation  and  sustained  production  of  forest  resources.  Such  modifica- 
tion shal'  not  be  made  effective  prior  to  the  next  succeeding  allotment  date. 

(j)  The  basis  of  allotments  as  provided  in  sections  (c),  (d),  and  (e)  hereof  is 
tentative  and  is  subject  to  revision.  When  in  the  judgment  of  the  Authority 
revision  of  the  bases  of  allotments  is  desirable,  whether  by  changing  the  propor- 
tions of  the  factors  in  determining  allotments  enumerated  in  Section  (c),  subsec- 
tions 1,  2,  3,  4,  and  5,  of  this  Article,  in  accordance  with  the  procedure  established 
in  sections  (d)  and  (e)  hereof,  or  by  the  addition  of  other  factors,  consideration 
shall  be  given  to  the  inclusion  of  practicable  and  equitable  measures,  subject  to 
the  approval  of  the  President  for  increasing  allotments  of  persons  whose  costs  are 
below  the  weighted  average  defined  in  section  (a)  of  Article  IX. 

(k)  The  Authority,  as  promptly  as  practicable  after  its  action  pursuant  to  Art. 
X  hereof,  shall  submit  for  tho  approval  of  the  President  appropriate  changes  in 
the  bases  of  allotments. 

Pursuant  to  the  foregoing  each  eligible  person  who  makes  application  to  be 
recognized  as  securing  his  raw  material  supply  from  forest  lands  under  his  owner- 
ship or  control  which  are  managed  on  a  sustained  yield  basis,  and  who  secures 
from  his  Division  or  Subdivision  agency  established  or  designated  as  provided  in 
Section  1  of  Schedule  C  a  certificate  showing  that  he  is  in  good  faith  conducting 
his  operation  upon  such  basis,  shall  have  his  production  allotments,  as  deter- 
mined without  the  benefit  of  this  paragraph,  increased  by  10  per  cent.  If  only 
part  of  his  raw  material  supply  comes  from  such  sustained  yield  operation,  his 
increased  allotment  shall  be  that  proportion  of  10  per  cent  which  the  volume  of 
his  raw  material  coming  from  such  sustained  yield  operation  is  of  his  total  volume. 
Sustained  yield  forest  management  is  defined  in  Section  2  (g)  of  Schedule  C. 
The  additional  production  allotments  provided  for  in  this  paragraph  shall  come 
from  the  total  national  production  quota. 

(1)  Except  as  otherwise  provided  in  section  (h)  of  this  Article,  no  person  shall 
produce  or  manufacture  lumber  or  timber  products  in  excess  of  his  allotment. 
If  any  person  shall  exceed  his  allotment  the  Division  or  Subdivision  agency  shall 
diminish  the  subsequent  allotment  or  allotments  of  the  offender  in  an  amount 
equal  to  such  excess. 

(m)  The  Authority  sha;ll  issue  interpretations  and  shall  promulgate  rules  and 
regulations  necessary  for  the  enforcement  of  this  Article,  to  prevent  evasion  and 
secure  equitable  application  thereof,  and  assign  quotas  to  each  Division  and 
Subdivision  which  shall  become  effective  on  the  dates  specified  by  the  Authority. 
Each  Division  ana  Subdivision  shall  assign  allotments  to  all  eligible  persons 
effective  on  the  dates  specified  by  the  Authority. 

Interim  Article. — Pending  the  effective  date  of  placing  Article  VIII  or  any 
part  thereof  in  execution  in  any  Division  or  Subdivision,  the  Authority  may 
authorize  the  designated  agency  of  such  Division  or  Subdivision  to  assign  to 
eligible  persons  production  allotments  in  hours  of  allowable  operation. 

PETROLEUM    INDUSTRY 

(Article  III,  as  amended  April  24,  1934): 

3.  Production. — Required  production  of  crude  oil  to  balance  consumer  demand 
for  petroleum  products  shall  be  estimated  at  intervals  by  a  Federal  Agency 
designated  by  the  President.  In  estimating  such  required  production  due 
account  shall  be  taken  of  probable  withdrawals  from  storage  and  of  anticipated 
imports.  The  required  production  shall  be  equitably  allocated  among  the 
several  States  by  the  Federal  Agency.  The  estimates  of  required  production  and 
the  allocations  among  the  States  shall  be  submitted  to  the  President  for  approval, 
and,  when  approved  by  him,  shall  be  deemed  to  be  the  net  reasonable  market 
demand,  and  may  be  so  certified  by  the  Federal  Agency.  The  allocations  when 
approved  by  the  President  shall  be  recommended  as  the  operating  Schedule  for 
the  producing  States  and  for  the  industry  and  thereupon  Section  4  of  this  Article 
shall  apply.  In  any  States  where  oil  is  produced  on  account  of  back  allowables, 
total  current  allowables  shall  be  reduced  accordingly. 

4.  The  subdivision  into  pool  and/or  lease  and/or  well  quotas  of  the  production 
lUocated  to  each  State  is  to  be  made  within  the  State.     Should  quotas  allocated 
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in  conformity  with  the  provisions  of  this  Section  and/or  Section  3  of  Article  III 
of  this  Code  not  be  made  within  tlie  State  or  if  the  production  of  petroleum 
within  any  State  exceeds  the  quota  allocated  to  said  State,  the  President  may 
regulate  the  shipment  of  petroleum  or  petroleum  products  in  or  affecting  inter- 
state commerce  out  of  said  State  to  the  extent  necessary  to  effectuate  the  pur- 
poses of  the  National  Industrial  Recovery  Act  and/or  he  may  compile  such 
quotas  and  recommend  them  to  the  State  Regulatory  Body  in  such  State,  in 
which  event  it  is  hereby  agreed  that  such  quotas  shall  become  operating  schedules 
for  that  State. 

If  any  subdivision  into  quotas  of  production  allocated  to  any  State  shall  be 
made  with  a  State  any  production  by  anj'  person,  as  person  is  defined  in  Article  I, 
Section  2  of  this  Code  in  excess  of  any  such  quota  assigned  to  him  shall  be  deemed 
an  unfair  trade  practice  and  in  violation  of  this  Code. 

7.  As  to  new  capacity,  "wild-catting"  is  specifically  not  prohibited,  but  ship- 
ments from  new  pools  not  developed  in  accordance  with  a  plan  approved  by  the 
President  is  unfair  competition. 

Article  IV,  Refining  (as  amended  April  24,  1934) : 

1.  To  achieve  greater  accuracy  in  balancing  production  and  consumption  of 
gasoline  and  to  prevent  the  injurious  effect  on  interstate  commerce  of  an  un- 
balanced accumulation  of  inventories  of  gasoline  in  any  part  of  the  country  or  of 
surplus  production  and  consequent  distribution  of  gasohne  in  excess  of  market 
requirements,  a  federal  agency  designated  by  the  President  shall  divide  the 
country  into  refining  districts  and  shall  (after  consultation  with  the'  Planning 
and  Coordination  Committee  and  such  other  sources  of  information  as  it  may 
deern  necessary)  determine  from  time  to  time 

(1)  The  proper  inventories  of  gasoline  for  the  country  as  a  whole  and 

(2)  The  production  of  gasoline  in  the  country  as  a  whole  necessary  to  meet 
the  demand  therefor,  with  due  regard  to  normal  and  seasonal  fluctuation  in 
refining  operations. 

The  determinations  so  made  shall  constitute  the  operating  schedule  for  the 
refining  industry  in  the  country  as  a  whole,  and  same  shall  be  published  for  at 
least  twenty  days  before  the  effective  date  thereof. 

2.  The  Planning  and  Coordination  Committee  shall  appoint  a  National  Co- 
ordinator of  Refining  operations,  subject  to  the  approval  of  the  President,  and 
may  appoint  a  District  Allocator  for  each  district.  District  Allocators  shall 
cooperate  with  the  regional  refinery  committees  and  other  committees  or  agencies 
designated  by  the  Planning  and  Coordination  Committee  in  making"^ffective  the 
provisions  of  this  article.  The  Planning  and  Coordination  Committee  shall 
appoint,  subject  to  the  approval  of  the  President,  a  Board  of  Review  consisting 
of  not  to  exceed  ten  in  number,  for  the  purpose  of  reviewing  the  findings  and  allo- 
cations of  District  Allocators,  the  agencies  established  by  the  refinery  district 
committees  (where  no  allocator  is  appointed),  and  the  National  Coordinator. 

3.  The  National  Coordinator  and  the  District  Allocators  (or  the  proper  agency 
established  by  the  refinery  district  committee  where  no  allocator  is  appointed), 
in  joint  session,  subject  to  the  approval  of  the  Planning  and  Coordination  Com- 
mittee, shall  determine  from  time  to  time 

(1)  The  proper  inventories  of  gasoline  for  each  district  and 

(2)  The  production  of  gasoline  in  each  district  necessary  to  meet  the  demand 
therefor,  with  due  regard  to  normal  and  seasonal  fluctuation  in  refining  operations. 

The  determinations  so  made  shall  constitute  the  operating  schedule  for  the 
refining  industry  in  each  district  and  same  shall  be  published  for  at  least  fifteen 
days  before  the  effective  date  thereof. 

(3)  Within  the  limits  of  the  operating  schedule  for  the  refining  industry  in  each 
district  as  thus  determined,  an  agency  designated  by  the  Planning  and  Coordi- 
nation Committee  and  the  District  Allocator  (when  one  is  appointed)  in  joint 
session,  shall  establish  fair  and  reasonable  quotas  for  each  refinery  operating  in 
the  district.  In  the  event  of  disagreement  between  a  District  Allocator  and  the 
agency  designated  above  or  in  the  event  of  the  failure  of  such  agency  to  act,  the 
District  Allocator  shall  establish  such  cjuotas  subject  to  appeal  as  herein  provided. 

In  making  such  allocations  the  agency  and/or  District  Allocator  (when  one  is 
appointed)  shall  take  into  consideration  relevant  features  of  operating  and  market- 
ing conditions  under  rules  and  regulations  prescribed  by  the  Planning  and  Co- 
ordination Committee  and  approved  by  the  Administrator.  Every  effort  shall 
be  made  to  avoid  inequities  which  may  exist  in  the  availability  of  supplies  of 
crude  oil  to  refiners  necessary  to  maintain  either  the  proper  ratio  between  inven- 
tories and  gasoline  and  sales  thereof  and/or  the  production  of  gasoline  authorized 
in  the  manner  set  forth  above.  No  withdrawals  of  crude  oil  from  storage  by  or 
in  behalf  of  any  refiner  operating  only  in  a  single  district  shaU  be  authorized  under 
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the  terms  of  Article  III,  Section  2,  hereof,  and/or  rules  or  regulations  issued  there- 
under, unless  the  application  has  been  referred  for  advice  to  said  agency  and 
District  Allocator  (when  one  is  appointed)  concerned. 

4.  The  National  Coordinator  of  refining  operations  in  the  case  of  refiners  oper- 
ating refineries  and/or  who  are  maintaining  gasoline  inventories  in  more  than  one 
refining  district  shall  adjust  such  operations  and  inventories  in  order  that  district 
allocations  may  be  adjusted  in  such  manner  as  equitably  to  meet  the  consolidated 
requirements  of  such  refiners. 

The  National  Coordinator  and  the  District  Allocators  (or  the  agency  estab- 
lished by  the  refinery  district  committee  where  no  District  Allocator  is  appointed) 
shall  meet  at  sach  times  and  places  as  may  be  necessary  to  provide  the  necessary 
coordination  between  districts  and  uniform  application  in  each  district  of  the 
rules  and  regulations  provided  thereunder.  Each  District  Allocator  (or  the 
agency  established  by  the  refinery  district  committee  where  no  District  Allocator 
is  appointed)  shall  furnish  to  the  National  Coordinator  a  complete  statement  of 
the  allocation  made  to  each  refinery  in  the  District  and  shall  furni&h  such  regular 
reports  as  may  be  required  by  the  National  Coordinator  for  the  proper  perform- 
ance of  his  duties. 

No  withdrawals  of  crude  oil  from  storage  by  or  ou  ijeHalf  of  refiners  operating 
refineries,  and/or  maintaining  crude  oil  inventories  in  more  than  one  refining 
district,  shall  be  authorized  under  the  terms  of  Article  III,  Section  2  hereof,  and/or 
rule  and  regulation  issued  thereunder,  unless  the  application  has  been  referred 
for  advice  to  the  National  Coordinatior. 

5.  Any  person  may  appeal  from  any  recommendation,  allocation  or  decision 
'of  the  District  Allocator,  Agency  designated  by  the  Planning  and  Coordination 
Committee,  agency  established  by  the  refinery  district  committee,  or  the  National 
Coordinator  to  the  Board  of  Review  provided  for  above,  and  the  decision  of  the 
said  Board  of  Review  shall  be  final,  subject  to  the  right  of  the  Planning  and  Co- 
ordination Committee  to  review  such  decision  upon  appeal,  which  Committee's 
action,  either  in  respect  to  the  exercise  of  such  right  or  in  respect  to  the  deter- 
mination made  if  such  right  be  exercised,  shall  be  subject  to  the  approval  of  the 
Administrator. 

6.  In  order  that  the  provisions  of  this  article  may  not  operate  in  such  manner 
as  to  discriminate  against  small  refining  enterprises  and  in  order  to  assist  in  orderly 
liquidation  of  excessive  gasoline  inventories,  the  Planning  and  Coordination  Com- 
mittee may,  with  the  approval  of  the  President,  authorize  suitable  arrangements 
for  the  purchase  of  gasoline  from  non-integrated  and/or  semi-integrated  refiners 
and  the  resale  of  same  through  orderly  channels. 

7.  Upon  a  determination  by  the  Planning  and  Coordination  Committee  that 
an  excessive  supply  of  gasoline  or  an  unbalanced  accumulation  of  inventories  of 
gasoline  exists  in  any  district,  v/hich  excessive  supply  and/or  excessive  accumula- 
tion of  inventories  injuriously  affect  interstate  and  foreign  commerce  and  is  such 
that  any  remedy  must  incidentaRy  apply  in  like  manner  to  intra-state  commerce, 
the  Planning  and  Coordination  Committee  may  establish  fair  and  reasonable 
quotas  in  commerce  for  gasoline  to  be  moved  from  all  or  any  of  the  refineries  or 
other  sources  of  supply  in  the  district.  "  Such  quotas  shall  be  in  accord  with  such 
rules  and  regulations  as  are  promulgated  by  the  Planning  and  Coordination 
Committee. 

While  such  quotas  are  in  effect,  no  person  shall  place  in  commerce  or  receive 
in  commerce  (interstate,  intrastate  or  foreign)  by  sale,  exchange,  consignment  or 
otherwise,  any  gasoline  in  excess  of  the  quota  prescribed.  Before  establishing 
quotas  for  gasoline  the  Planning  and  Coordination  Committee  shall  hold  or  cause 
to  be  held,  hearings  with  respect  to  the  establishment  of  such  quotas  and  to  such 
other  matters  as  in  the  opinion  of  the  committee  may  be  proper,  after  such  reason- 
able public  notice  as  may  be  prescribed;  Provided,  however,  that  in  any  emergency 
as  determined  to  exist  by  the  committee;  quotas  may  be  established  for  a  tempo- 
rary period  not  to  exceed  one  calendar  month  without  previous  notice  or  hearing, 
but  in  such  event,  the  committee  in  the  next  subsequent  period,  shall  adjust  quotas 
so  allocated  upon  the  basis  of  due  notice  and  hearing  hereinabove  prescribed  so  as 
to  prevent  any  inequitable  allocation.  Any  person,  natural  or  artificial,  aggrieved 
by  any  quota,  shall  have  a  right  to  appeal  to  the  Administrator. 

This  section  is  to  be  construed  and  may  be  enforced  without  reference  to  the 
other  provisions  of  this  article. 

8.  The  Planning  and  Coordination  Committee  may  make  such  rules  and  regu- 
lations, authorize  such  committees,  and  require  such  reports  as  it  may  deem 
necessary  to  accomplish  the  purpose  of  this  article. 
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9.  The  word  "gasoline"  as  used  herein  shall  be  held  to  include  such  products 
as  may  be  determined  from  time  to  time  by  the  Planning  and  Coordination 
Committee. 

10.  In  case  of  any  appeal,  the  appellant  shall  abide  by  all  the  provisions  of  this 
article  and  the  rules  and  regulations  issued  thereunder  pending  the  decision  of 
such  appeal,  but  in  case  the  contentions  of  the  appellant  are  upheld  in  whole  or 
in  part,  an  order  shall  be  issued  which  shall  be  retroactive  to  the  effective  date 
of  the  order  appealed  from. 

11.  Failure  on  the  part  of  any  person  to  observe  or  comply  with  any  provisions 
of  this  article  or  any  valid  order,  rule  or  regulation  hereunder,  shall  constitute  a 
violation  of  the  code. 

GLASS  CQNTAINEB 

(Schedule  A): 

(a)  It  becomes  necessary  to  conduct  the  industry  in  an  orderly  way  and  to 
maintain  competitive  conditions  in  order  that  the  provisions  and  intent  of  the 
National  Industrial  Recovery  Act  may  be  effectuated.  Therefore,  so  long  as  the 
industry  is  operating  below  70%  of  yearly  registered  capacity  for  such  period  as 
the  Administrator  may  approve,  the  principle  of  sharing  available  business  equi- 
tably among  the  members  of  the  industry  shall  be  recognized,  not  to  restrict  pro- 
duction but  to  maintain  a  reasonable  balance  between  production  and  consumption 
of  glass  containers  and  to  assure  adequate  supplies  thereof. 

(b)  When  the  industry  is  operating  at  70%  of  average  yearly  registered  capacity 
for  such  period  as  is  approved  by  the  Administrator,  the  principle  of  sharing  avail- 
able business^  shall  be  reconsidered  by  the  industry  and  its  recommendation  trans- 
mitted to  the  Administrator  for  his  approval. 

(c)  If  at  any  time  a  majority  of  the  industry  as  defined  in  Section  10,  Article  II, 
shall  vote  against  the  principle  of  sharing  available  business  equitably  among  the 
members  of  the  industry,  this  Code  shall  be  amended  as  the  members  of  the 
industry  may  determine  and  as  the  Administrator  may  approve. 

(d)  To  make  this  principle  effective,  the  Code  Authority  shall  formulate  a  plan 
for  equitable  allocation  of  production  to  each  member  in  the  industry  or  who  may 
hereafter  enter  the  industry  and  shall  submit  such  plan  to  the  Administrator  for 
his  approval.  Such  plan  shall  give  due  consideration  to  productive  capacity  and 
past  performance  and  shall  recognize  the  greater  difficulties  to  be  met  by  the 
smaller  producers  in  the  industry  in  operating  on  a  curtailed  basis,  and  such  other 
factors  as  the  Administrator  may  direct.  After  the  Administrator  has  approved 
Buch  plan,  the  Code  Authority  shall  from  time  to  time,  but  not  less  frequently 
than  each  six  months,  prepare  an  estimate  of  expected  consumption  of  glass  con- 
tainers. Upon  the  basis  of  such  estimate  the  Code  Authority  shall  make  equitable 
allocations  to  each  member  in  the  Industry  in  accordance  with  the  plan  so  ap- 
proved. Each  member  of  the  Industry  shall  be  entitled  to  be  registered  by  the 
Code  Authority  and  shall  be  assigned  an  allotment.  The  Code  Authority  shall 
take  such  steps  as  may  be  reasonably  adapted  to  give  notice  to  all  persons  operat- 
ing that  such  allocation  will  be  made.  After  such  allotments  have  beep  assigned, 
no  person  shall  produce  glass  containers  in  excess  of  his  allotment. 

(e)  The  Code  Authority  shall  issue  interpretations  and  promulgate  rules  and 
regulations  necessary  for  the  enforcement  of  this  Schedule  "A",  to  prevent  evasion, 
and  to  secure  the  equitable  application  thereof. 

(f)  The  Code  Authority  shall  so  administer  the  provisions  of  this  Schedule  "A" 
as  to  prevent  loss  of  export  business  to  the  glass-container  industry  as  the  result 
of  the  operation  of  this  Schedule  "A." 

(g)  Any  member  of  this  industry  unable  for  any  reason  to  accept  his  allotment 
under  this  Schedule  "A"  shall  file  his  reasons  therefor  with  the  Code  Authority, 
who  &hall  immediately  organize  a  Board  of  Arbitration  composed  of  one  member 
appointed  by  the  Code  Authority,  one  member  representing  the  complainant  mem- 
ber of  the  industry,  and  one  member  selected  by  two  members  so  appointed.  If 
the  tx\'0  members  so  appointed  are  unable  to  agree  upon  the  selection  of  the  third 
member,  the  Administrator  shall  appoint  a  disinterested  third  member.  The 
decision  of  this  Arbitration  Board  may  be  appealed  as  the  Administrator,  in 
accordance  with  law,  may  prescribe. 

ATLANTIC    MACKBTReL    FISHING 

(Article  VIII,  Title  C,  1): 

(c)  In  order  to  conserve  natural  resources  by  the  elimination  of  conditions 
leading  to  gluts  in  the  mackerel  market  and  consequent  t^astage  through  dumping 
of  mackerel  at  sea,  and  by  the  development  of  the  maximum  usable  yield  com- 
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patible  with  future  productivity  through  prevention  of  the  take  of  small  mackerel 
during  those  portions  of  the  season  when  larger  sizes  are  available  to  supply  the 
demand  for  mackerel,  and  to  rehabilitate  the  mackerel  fishery  by  maintaining  a 
reasonable  balance  between  the  production  of  mackerel  and  the  consumption  of 
mackerel,  and  by  assuring  minimum  prices  for  mackerel  not  below  the  cost  of 
production: 

(1)  The  Executive  Committee,  with  the  approval  of  the  Administrator,  from 
time  to  time  may  estimate  consumer  demand  for  mackerel.  When  any  such  esti- 
mate shall, have  been  approved  by  the  Administrator,  the  same  shall  be  deemed 
to  be  the  net  reasonable  market  demand  for  mackerel;  and  therefrom  the  Executive 
Committee,  with  the  approval  of  the  Administrator  may  determine  (according 
to  the  run  of  the  fish  and  other  conditions  in  the  ocean)  whether  the  exploitation 
of  the  mackerel  fishery  should  be  unrestricted,  or  whether  a  total  or  partial  limita- 
tion on  the  take  of  small  mackerel  by  purse  seine  boats  should  be  effected. 

(a)  Any  determination  by  the  Executive  Committee  pursuant  to  the  provisions 
of  subdivision  (1)  of  this  paragraph  shall  by  revised  from  time  to  time  to  conform 
with  the  net  reasonable  market  demand  for  mackerel  as  found  as  aforesaid,  and 
all  estimates  and  determinations  by  the  Executive  Committee  pursuant  to  the 
provisions  of  said  subdivision  shall  be  subject  to  the  approval  of  the  Administrator, 
and  shall  be  based  upon  a  published  finding  and  statement  of  the  reasons  therefor. 
Any  limitation  on  the  take  of  small  mackerel  shall  accord  due  consideration  to  the 
effect  of  such  limitation  on  the  cost  of  production  of  mackerel  larger  in  size. 

(3)  In  estimating  consumer  demand  for  mackerel,  due  account  shall  be  taken  of 
probable  withdrawals  from  storage  of  frozen  and  salt  mackerel,  of  anticipated 
imports  of  frozen  and  salt  mackerel,  and  of  production  and  consumption  of 
groundfish. 

(d)  In  the  event  that  any  determination  of  the  Executive  Committee  pursuant 
to  the  provisions  of  paragraph  (c)  of  this  Section  fails  to  effectuate  the  conserva- 
tion and/or  rehabilitation  policies  hereinbefore  stated,  the  Executive  Committee, 
upon  due  showing  to  the  Administrator  and  with  his  approval,  may  determine 
from  the  net  reasonable  market  demand  for  mackerel  found  as  aforesaid  the  pound- 
age of  mackerel,  with  reasonable  tolerances,  that  may  be  landed  from  any  trip 
by  purse  seine  boats  engaged  in  the  mackerel  fishery.  In  allocating  trip  poundage 
quotas  to  such  boats  due  consideration  shall  be  given  to  boat  tonnage  and  crew 
size. 

(e)  In  the  event  that  any  determination  of  the  Executive  Committee  pursuant 
to  the  provisions  of  paragraphs  (c)  and  (d)  of  this  Section  fails  to  effectuate  the 
conservation  and/or  rehabilitation  policies  hereinbefore  stated,  the  Executive 
Committee  may,  with  the  approval  of  the  Administrator  member  or  members  of 
the  Executive  Committee  and  subject  to  the  review  of  the  Administrator,  limit  the 
exploitation  of  the  mackerel  fishery  by  purse  seme  boats  engaged  in  the  mackerel 
fishery  to  a  portion  of  the  fleet  at  one  time  and  to  other  portions  of  the  fleet  at 
other  times.  Any  exploitation  schedule  promulgated  by  the  Executive  Com- 
mittee in  this  connection  shall  be  equitable  to  all  boats  so  engaged,  and  to  their 
crews;  and  any  determination  by  the  Executive  Committee  pursuant  to  the  pro- 
visions of  this  paragraph^hall  be  communicated  forthwith  to  the  Administrator. 


(Executive  Order  Approving  Code): 

6.  Sales  plan — quotas  and  allocation — (1)  from  and  after  the  effective  date  of 
this  Code  all  sales  of  copper  by  those  governed  by  this  Code  shall  be  made  in 
conformity  with  the  provisions  of  this  Article  VII. 

Tbe  Administrator  upon  his  own  initiative,  or  the  Code  Authority  with  the 
approval  of  the  Administrator,  may  establish  rules  and  regulations  to  effectuate 
the  purposes  of  the  Sales  Plan.  Until  the  establishment  of  such  rules  and  regula- 
tions by  the  Code  Authority  the  Sales  Clearing  Agent  shall  set  up  rules  and  regula- 
tions which  in  his  judgment  are  designed  to  carry  out  the  spirit  and  intent  and 
general  purposes  of  the  Sales  Plan,  subject  to  the  review  and  disapproval  of  the 
Administrator.  The  purpose  of  this  Sales  Plan  is  to  provide  in  so  far  as  possible 
a  first  place  in  sales  for  current  production  and  then  to  provide  for  a  fair  and  equi- 
table sale  of  stocks. 

(2)  tJntil  such  time  as  the  C«de  Authority  may  determine  that  such  rnember 
has  failed  to  comply  with  the  provisions  of  this  Code  and  such  determination  has 
been  approved  for  the  purpose  by  the  Administrator,  the  monthly  sales  quota  for 
each  primary  producer  of  the  industry  listed  below  and  the  relative  annual 
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productive  capacities  of  such  members,  arrived  at  solely  for  the  purpose  of  estab- 
lishing sales  quotas,  shall  be  as  follows: 


Tons  per 
annum 


Monthly 
sales  quotas 


Kennecott  Copper  Corporation _ 

Anaconda  Copper  Mining  Company 

Phelps  Dodge  Corporation 

United  Verde  Copper  Company 

Calumet  &  Hecla  Consolidated  Copper  Company 

Miami  Copper  Company.. 

Magna  Copper  Company 

United  Verde  Extension  Mining  Co _ 

Consolidated  Coppermines  Co _ 

Copper  Range  Company 


366,  500 
225,000 
168,000 
68, 000 
50,000 
36,000 
25,000 
24,000 
21,000 
17,600 


Percent 
1.67 
1.67 
1.67 
1.90 
2.20 
2.30 
2.50 
2.50 
2.70 
3.00 


(3)  In  addition  to  the  sales  quotas  provided  above  an  aggregate  sales  quota  of 
9,500  tons  per  month  shall  be  allocated  as  individual  sales  quotas  among  the 
producers  of  secondary  copper  by  some  equitable  method  agreed  upon  by  such 
producers  and  approved  by  the  Code  Authority.  In  the  event  the  producers  of 
secondary  copper  are  unable  to  agree  then  such  allocation  shall  be  made  by  the 
Administrator. 

(4)  Any  producer  who  shall  assent  to  the  Code  and/or  Sales  Plan  who  is  entitled 
to,  but  has  not  received,  a  sales  quota  may  apply  for  a  sales  quota.  If,  however, 
the  product  of  such  producer  is  treated  by  a  custom  smelter  or  refiner  such  custom 
smelter  or  refiner  may,  if  the  producer  shall  fail  to  apply  for  a  quota,  make  applica- 
tion in  its  name  but  for  the  account  of  such  producer.  During  the  first  sales 
period  each  producer  of  custom  and  by-product  copper  shall  have  a  quota  equal 
to  fifty  (50%)  percent  of  the  copper  produced  and  treated  at  the  treatment  plant. 
The  allocation  of  such  quota  in  the  amount  of  fifty  (50%)  percent  of  the  production 
treated  during  such  first  sales  period  shall  not  serve  as  a  precedent  or  in  any  way 
be  controlling  in  the  determination  of  the  sales  quota  applied  for  by  any  such 
producer  for  the  period  subsequent  to  said  first  sales  period. 

(5)  The'  Code  Authority  shall  have  no  power  to  decrease  sales  quotas  established 
pursuant  to  subsections  (2)  and  (3),  of  this  Section  6,  save  upon  unanimous  vote  of 
the  Code  Authority  and  the  consent  of  the  party  or  parties  whose  quotas  are  to  be 
thereby  decreased.  But  the  Code  Authority  upon  a  two-thirds  vote  of  its  member- 
ship and  with  the  approval  of  the  Administraitdr,  may  increase  any  such  sales  quota. 
In  the  event  the  sales  quotas  of  primary  producers  are  generally  increased  they  shall 
be  increased  ratably  to  the  end  that  the  increase  for  each  individual  producer  will 
be  such  as  to  arrive  simultaneously  at  "a  sales  quota  equal  to  fifty  (50%)  percent 
of  their  respective  capacities;  and  further  in  the  event  of  any  increase  in  quotas  of 
primary  producers  proportionate  increases  shall  be  made  in  the  sales  quotas  of 
secondary  producers  as  shall  be  justified  by  the  then  existing  conditions. 

Nothing  contained  herein,  however,  shall  be  construed  so  as  to  limit  the  right 
of  the  Administrator  at  any  time  after  proper  notice  and  giving  all  parties  an 
opportunity  to  be  heard,  to  make  such  change  as  he  may  deem  necessary  in  the 
sales  quotas,  or  Sales  Plan  provided  for  herein. 

(6)  Until  a  change  is  approved  by  the  Administrator  and  the  Code  Authority, 
or  by  the  Administrator  alone,  the  aggregate  sales  quotas  given  pursuant  to 
Subsection  (2)  and  Subsection  (4)  of  this  Section  6  shall  not  exceed  twenty 
thousand  five  hundred  (20,500)  tons  per  month. 

(7)  Allocations  of  sales  must  be  accepted  by  those  holding  Bales  quotas  pro- 
vided they  have  copper  available  for  dejivery  within  the  delivery  period  covered 
by  such  alUocation,  except  as  provided  in  Subsection  (14)  hereof.  A  member 
unable  to  accept  a  sales  allocation  shall  have  no  right  subsequently  to  make  up  the 
deficiency,  except  that  if  any  producer  or  producers  of  secondary  copper  have  been 
unable  to  accept  future  sales  allocations  beyond  the  current  month  to  the  same 
extent  that  such  future  allocations  have  been  accepted  by  primary  producers,  then 
commencing  with  the  first  of  the  month  for  which  such  future  sales  allocations  have 
been  made  all  sales  subject  to  allocation  shall  be  allocated  to  such  secondary 
producers  to  the  exclusion  of  primary  producers  to  the  extent  of  the  current 
intake  of  such  secondary  producers  until  such  time  as  each  of  the  secondary  pro- 
ducers are  brought  into  a  proper  relation  with  such  primary  producers  as  regards 
such  allocated  sales,  provided,  that  this  provision  shall  not  be  applied  so  as  to  give 
any  producer  of  secondary  copper  a  greater  allocation  of  sales  than  if  it  had 
accepted  all  such  future  allocations. 
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(.8)  Sales  as  made  shall  be  proportionately  applied  to  sales  quotas  for  the  current 
month  and  at  the  end  of  the  month  unsold  sales  quotas  shall  be  carried  forward 
for  sale  and  allocation  during  the  following  month,  except  that  the  unsold  quotas 
carried  forward  at  the  end  of  each  month  for  each  secondary  producer  shall  be 
adjusted  to  eliminate  the  tonnage  by  which  its  shortage  of  accumulated  actual 
secondary  intake  as  compared  with  its  accumulated  sales  quota'  exceed  it  sales 
quota  for  one  and  one-half  months.  If  sales  quotas  for  the  current  month  have 
been  sold  then  all  sales  in  excess  thereof  shall  be  applied  to  the  subsequent  month 
for  which  the  sales  quotas  have  not  been  completely  sold  so  that  sales  shall  be  ap- 
plied to  sales  quotas  for  the  current  month,  then  to  each  of  the  two  succeeding 
months.  After  the  sales  quotas  of  the  current  month  and  next  two  months  have 
been  sold,  further  sales  duripg-the  current  month  shall  be  allocated  to  and  applied 
to  copper  stocks;  provided,  however,  that  prior  to  a  general  allocation  to  copper 
stocks  there  shall  first  be  set  aside  fifty  percent  (50%)  of  all  sales  then  to  be  allo- 
cated-to  copper  stocks,  which  fifty  percent  (50%)  shall  bc'divided  so  that  two- 
fifths  shall  go  to  secondary  producers  in  proportion  to  their  respective  holdings  of 
secondary  copper  accumulated  since  October  1,  1933,  but  limited  in  any  event  to 
such  accumulations,  and  three-fifths  to  by-product  and  other  primarv  stocks, 
and  then  the  remaining  fifty  (50%)  percent  (or  whatever  larger  amount  tliere  may 
be  available  pursuant  to  the  foregoing)  shall  be  allocated  to  copper  stocks  generally 
and  not  to  sales  quotas.  The  Code  Authority  shall  propose  a  plan  forthelaandling 
of  such  allocations  to  stocks  generally  which  shall  be  effective  when  approved  by 
the  Administrator,  and  which  shall  provide  for  the  disposal  of  such  accuniulatioiis 
by  an  orderly  liquidation,  and  such  sales  from  stocks  shall  be  Blue  Eagle  Copper 
within  the  meaning  of  this  Code. 

(9)  The  sale  of  copper  by  any  member  of  the  Industry  without  first  having 
received  an  assignment  of  a  sales  quota  pursuant  to  the  provisions  of  this  Code, 
or  otherwise  in  contravention  of  any  of  the  provisions  of  this  Code,  shall  be  a 
violation  of  this  Code;  provided,  however,  that  holders  of  copper  who  are  without 
sales  quotas  and  who  are  unable  to  obtain  sales  quotas  and  custom  smelters  and/or 
refineries  whose  intake  is  in  excess  of  their  sales  quota  and  to  the  extent  of  such 
excess  may  sell  such  copper  but  it  shall  not.  be  eligible  to  be  called  Blue  Eagle 
Copper  and  shall  not  be  considered  copper  offered  for  sale  pursuant  to  the  pro- 
visions of  the  Copper  Code,  and  all  invoices  and  papers  covering  such  transactions 
shall  be  plainly  marked  "The  copper  covered  in  the  transaction  is  Not  Blue  Eagle 
Copper  and  is  Not  qualified  to  be  used  in  the  manufacture  of  an}'  articles  for  sale  to 
the  U.  S.  Government  as  provided  for  in  the  President's  Order  of  Approval  for  the 
Code  of  Fair  Competition  for  the  Copper  Industry."  All  sales  of  copper,  however, 
shall  be  promptly  reported  to  the  Sales  Clearing  Agent  of  the  Code  Authority. 

(10)  It  shall  be.  a  violation  of  this  Code  for  any  member  of  the  Industry  by 
any  transaction  with  another  member  to  buy,  sell,  exchange  or  receive  any  stocks 
of, copper  so  as  thereby  to  be  allowed,  or  enable  another  to  participate  in  the 
Sales  Plan  and/or  receive  a  sales  quota  and  dispose  of  copper  pursuant  thereto, 
to.  an  extent  or  in  such  manner  as  would.  Qot  otherwise  have  been  possible  if  such 
purchase,  sale,  exchange  or  receipt  of  copper  had  not  taken  place,  provided,  how- 
ever, that  this  provision  shall  in  no  manner  prohibit  the  bona  fide  sale  of  copper 
produced  by  the  seller  or  owned  by  it  on  the  effective  date  of  this  Code,  in  the 
event  that  such  sale  is  made  pursuant  to  the  other  provisions  of  this  Code. 

(11)  All  allocations  of  sales  quotas  and  stock  shall  be  made  by  the  Sales  Clearing 
Agent.  A  computation  shall  be  made  by  the  Sales  Clearing  Agent  daily  of  the 
percentage  of  sales  applied  to  each  sales  quota  in  relation  to  the  aggregate  of  all 
quotas  and  a  daily  allocation  shall  be  made  at  the  average  price  of  all  sales  made 
on  that  date,  after  making  such  eliminations  and  additions,  as  to  sales,  as  may 
be  required  by  virtue  of  the  other  provisions  of  this  Code.  In  the  event,  at  the 
end  of  the  month,  sales  and  purchases  are  necessary  between  those  holdinig  sales 
quotas  in  order  to  adjust  actual  sales  to  sales  quotas,  they  shall  be  made  pursuant 
to  the  daily  computations  and  allocations  made  by  the  Sales  Clearing  Agent 
during  that  month.  Proper  allowance  shall  be  made  by  the  Sales  Clearing  Agent 
for  differentials  including  freight  charges,  varjnng  types  and  quality  of  copper, 
sales  commissions,  and  time  of  delivery.  P'ull  information  may  be  obtained  upon 
request  from  the  Sales  Clearing  Agent  concerning  any  such  computations  oi- 
allocations.. 

(12)  In  order  to  maintain  the  proper  relation  between  sales  and  production: 
(a)  Any  primary  producer  in  operation  and  pj*6ducing  copper  oh  the  effective 

date,  or  any  other  primary  producer  not  producing  copper  on  thiat  date  but  which 
after  the  effective  date  resumes  such  production,  which  fails  to  produce  itg  sales 
quota  reasonably  averaged  over  a  period  of  three  months,  or.  such  longer  period 
as  the  Code  Authority  or  the  Administrator  may  have  approved,  shall  thereafter 
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lose  its  right  to  participate  in  the  allocation  of  sales  by  the  Sales  Clearing  Agent 
jjroportionately  to  the  extent  of  such  decrease  in  production;  provided,  however, 
that  the  foregoing  provision  shall  not  apply  in  the  event  of  a  shutdown  or  decrease 
in  production  on  account  of  causes  beyond  the  control  of  the  producer  or  for  any 
reason  which,  in  the  opinion  of  the  Code  Authority  and  the  Administrator,  or 
the  Administrator  on  his  own  initiative,  justifies  such  shutdown  or  decreased 
production;  provided,  further,  that  in  addition  to  limitation  on  sales  of  primary 
copper  provided  in  this  Article  VII  primary  producers  shall  limit  their  production 
so  as  to  conform  to  the  plan  and  purpose  of  this  Code,  and  to  coordinate  the 
])roduction  of  primary  copper  with  current  sales  quotas  in  order  to  avoid  exces- 
sive accumulation  of  stocks  and  any  failure  reasonably  so  to  do  to  the  satisfaction 
of  the  Code  Authority  shall  be  a  violation  of  this  Code. 

(b)  No  specific  limitations  or  requirements  shall  be  imposed  upon  the  intake 
of  secondary  copper  producers,  but  in  lieu  thereof  sales  of  secondary  copper 
shall  be  controlled  and  limited  as  provided  in  this  Article  VII.  Custom  smelters 
and/or  refiners  shall  endeavor,  so  far  as  practicable,  to  limit  their  intake  of.  second- 
ary copper  so  as  to  conform  to  the  plan  and  purpose  of  this  Code,  and  to  coor- 
dinate the  flow  of  copper  and  of  intake  material  with  current  sales  quotas  in 
order  to  avoid  excessive  accumulation  of  stocks. 

(c)  All  consumers  of  copper,  including  fabricating  or  manufacturing  companies 
owned  or  controlled  by  producers  who  are  members  of  the  Industry,  shall  be 
urged  by  the  Code  Authority  to  assist  in  the  stabilization  of  the  Industry  by 
regular  monthly  purchases  of  copper  in  as  large  an  amount  as  may  be  practicable 
in  each  case,  and  shall  be  similarly  urged  to  enter  into  agreements  to  make  such 
purchases.  Upon  the  execution  of  such  an  agreement  by  a  copper  consumer  in 
form  and  substance  satisfactory  to  the  Code  Authority,  or  the  Administrator, 
and  for  so  long  as  the  terms  of  such  agreement  are  complied  with,  and  no  other 
copper  other  than  Blue  Eagle  Copper  is  purchased,  all  copper  sold  and/or  fabri- 
cated by  such  consumer  shall  be  "Blue  Eagle  Copper",  as  defined  herein.  The 
Code  Authority  of  this  Industry  shall  cooperate  with  the  Code  Authority  and/or 
Supervisory  Agency  of  the  Copper  and  Brass  Mill  Products  Industry  and  the 
Wire  and  Cable  Subdivision  of  the  Electrical  Manufacturing  Industry  in  effectuat- 
ing the  purposes  of  the  marketing  and  fair  trade  practice  provisions  of  this  Code. 

(d)  For  the  purpose  of  the  Sales  Plan,  sales  and/or  transfers  of  copper  by  a 
member  holding  a  sales  quota  (including  any  of  its  subsidiaries  or  affiliates)  to 
its  fabricating  plants  or  to  any  subsidiary  fabricating  company,  shall  not  be 
subject  to  said  plan,  except  to  the  extent  set  forth  in  agreements  made  by  the 
fabricating  subsidiaries  of  such  producer  under  the  terms  of  the  preceding  para- 
graph (c) ;  provided,  however,  that  in  case  a  member  owning  a  fabricating  plant 
or  the  fabricating  subsidiaries  of  any  one  holding  a  sales  quota  should  fail  to 
make  an  agreement  under  the  terms  of  the  preceding  paragraph  (c),  the  sales  of 
copper  by  that  member  shall  be  determined  by  the  Administrator  or  in  the  event 
of  his  unwillingness  to  act,  by  the  Code  Authority. 

(e)  In  order  to  provide  equitably  for  an  increase  in  employment  by  increasing 
current  production  and/or  to  facilitate  liquidation  of  excessive  copper  stocks 
in  a  manner  which  will  not  interfere  with  the  operation  of  the  Sales  Plan  pursuant 
to  the  provisions  of  this  Code,  the  Code  Authority,  with  the  approval  of  the  Ad- 
ministrator may  negotiate  bulk  sales  of  copper  to,  through,  and/or  with  the  ap- 
proval of  government  agencies,  provided,  however,  that  no  commitment  shall 
be  made  for  or  become  binding  on  any  member  of  the  Industry  unless  he  shall 
accept  the  allocation  made  to  him  by  the  Code  Authority  of  his  proportionate 
share  of  any  sale  so  negotiated,  except  to  the  extent  he  is  obligated  to  sell  copper 
under  the  provisions  of  this  Code. 

(19)  Whenever,  upon  complaint  or  on  its  own  initiative  without  complaint,  and 
after  affording  an  opportunity  to  any  interested  party  to  be  heard,  the  Code 
Authority  is  of  the  opinion  that  an  emergency  exists  within  the  Industry  in  that 
destructive  price  cutting  and/or  excessive  production  is  being  engaged  in  to  such 
an  extent  as  to  render  ineffectual  or  seriously  endanger  the  efi"ectuation  of  the 
purposes  of  this  Code  or  of  the  Act  so  as  to  require  the  establishment  of  minimum 
prices  for  the, sale  of  c<5pper  and/or  regulation  of  production,  the  Code  Authority 
shall  certify'  any  such  conclusion  to  the  Administrator  and,  upon  his  approval 
thereof,  after  hearing  on  such  notice  as  he  may  prescribe,  such  minimum  prices 
and/or  regulation  of  production  may  be  established  and  the  Code  Authority  may 
adopt  rules  and  regulations  satisfactory  to  the  Administrator  governing  the 
establishment  of  such  minimum  prices  for  the  sale  of  copper  and/or  regulation  of 
production  based  on  such  factors  and/or  conditions  as  may  be  found  necessary  to 
meet  such  emergency;  provided,  however,  that  no  provision  of  this  Code  or  of  any 
rules  and  regulations  which  may  be  promulgated  pursuant  thereto  shnll  be  inter- 
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preted  so  as  to  require  any  member  of.  the  Industry  to  reduce  his  production  below 
his  sales  quota  as  originally  established  pursuant  to  the  provisions  of  this  Code. 
When  a  minimum  price  as  herein  provided  for  shall  be  established  any  sale  below 
such  price  will  be  considered  destructive  price  cutting  and  a  violation  of  this  Code. 
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Public  Statement  Released  June  27,  1939 

Department  of  Justice 

Division  for  Enforcement  op  Antitrust  Laws 

Statement  of  Grounds  for  Action — Investigation  of  Management  Engi- 
neering Companies 

control  of  trade  associations 

grand  jury  inquiry  in  new  YORK  CITY 

Department  of  Justice, 

June  27,  19S9. 
A  Federal  grand  jury  in  the  Southern  District  of  New  York  will  shortly  begin 
an  inquiry  into  the  control  of  trade  associations  by  management  engineering 
companies.  This  is  a  comparatively  new  use  of  trade  association  machinery. 
A  brief  description  of  this  use  of  trade  associations  is  necessarj'  in  order  that  bu.si- 
ness  men  be  fully  informed  of  the  prosecution  policy  of  the  Department. 

scope  of  the  inquiry 

At  the  outset  it  should  be  emphasized  that  it  is  not  the  Department's  intention 
to  attack  trade  associations  in  themselves.  They  have  many  useful  and  legitimate 
functions,  among  which  are  the  dissemination  of  information  among  the  groups 
and  the  elimination  of  unfair  marketing  practices.  Such  functions,  where  not 
used  as  a  cloak  for  activities  such  as  price  or  production  control,  are  not  unreason- 
able restraints  of  trade.  However,  the  trade  association  activities  offer  such  wide 
opportunity  for  illegal  restraints  and  coercions  that  constant  scrutiny  and 
immediate  investigation  of  complaints  is  essential  to  prevent  the  members  of 
these  associations  themselves  from  becoming  victims  of  unlawful  activities  of 
management  organizations.  Every  loose  association  offers  opportunities  for 
control  by  small  cliques.  Therefore,  the  Department's  policy  should  be  regarded 
not  as  an  attack  on  trade  associations  but  as  an  attempt  to  give  them  the  maximum 
freedom  to  accomplish  their  legitimate  purposes. 

In  describing  the  practices  which  are  now  under  investigation  for  the  benefit  of 
those  concerned  with  the  Department's  policy,  names  of  particular  concerns  will 
be  omitted.  The  reason  for  this  is  that  the  proper  tribunal  before  which  to  present 
specific  instances  of  violation  is  the  grand  jury.  Therefore,  the  description  which 
follows  must  not  be  considered  a  description  of  any  particular  concern,  but  of  a 
pattern  which  is  growing  in  use  with  marty  variations. 

Assume  that  the  manufacture  of  a  particular  product  is  scattered  among  a  large 
number  of  independent  units  with  their  own  counsel,  their  own  accountants,  and 
their  own  policy-making  oSiciaJs.  Assume  this  condition  is  creating  competition 
which  hurts  a  small  but  aggressive  group  within  the  industry.  Under  such 
conditions  this  group  often  employs  a  management  engineering  firm  with  the 
publicly  stated  purpose  of  collecting  statistics  and  disseminating  information, 
but  with  the  real  purpose  of  discouraging  competition. 

There  are  many  management  engineering  firms  in  America  t^day.  The  scope 
of  this  investigation  includes  only  a  few  of  them  and  should  not  be  considered  a 
reflection  against  management  engineering  firms  in  general.  Most  of  them  were 
originally  formed  to  assist  businessmen  in  more  efficient  management.  Many 
of  them  actually  provide  the  entire  management  personnel  during  periods  of 
crises.  This  has  developed  in  some  firms  to  the  supplying  of  permanent  manage- 
ment personnel. 

In  the  hypothetical  case  which  we  are  using  to  illustrate  the  general  paiieni, 
the  engineering  firm  selected  by  the  group  desiring  to  eliminate  competition  con- 
ducts a  militant  campaign  among  the  scattered  manufacturers  to  organize  them 
into  trade  associations.  In  such  campaigns  the  benefits  which  come  from  higher 
prices  and  the  discouragement  of  competition  are  usually  emphasized.     The 
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firms  who  desire  to  maintain  their  own  price  policies  are  then  subjected  to  in- 
creasing pressure.  Finally,  when  a  majority  of  the  units  are  organized  the  engi- 
neering firm  provides  the  permanent  personnel  which  operates  the  trade  associa- 
tion.    Through  that  control  of  the  personnel  the  whole  industry  is  controlled. 

That  control  is  exercised  in  various  ways.  The  Department's  preliminary 
investigation  indicates  that  certain' trade  associations  not  only  disseminate  pro- 
duction statistics  but  take -steps  to  see  that  their  members  produce  no  more  of 
the  total  supply  than  these  statistics  indicate  has  been  their  proportionate  share. 
These  steps  range  from  mass  pressure  on  dissenting  individuals  during  meetings 
of  the  association  to  actual  boycott  and  retaliation.  The  fear  of  retaliation  is 
always  present  because  of  various  methods  that  may  be  employed  sub  rosaby  a 
small  group  having  permanent  management  control.  Under  such  circumstances 
veiled  threats  are  usually  all  that  is  required.  The  Department  has  evidence 
that  where  threats  are  not  effective,  more  direct  methods  are  often  used. 

Another  device  is  tied  up  with  cost  accounting  methods.  Advice  on  ac- 
countancy is  used  to  establish  standard  amounts  to  be  charged  as  an  expense 
for  each  operation  regardless  of  its  actual  cost.  Thus,  a  fixed  and  uniform  dif- 
ferential for  profit  is  established  and  maintained  by  the  careful  policing  of  asso- 
ciation personnel. 

Sometimes  these  firms  also  enter  into  direct  agreements  for  the  restriction  of 
productive  machinery. 

Another  device  is  the  creation  of  a  fund  among  a  small  group  to  buy  competing 
plants  which  are  troublesome  competitors.  Upon  acquisition,  such  plants  are 
often  shut  down  and  dismantled.  Thus,  the  socially  desirable  small  independent 
operator  is  eliminated  from  the  field  of  competition.  There  is  the  waste  of 
capital  involved  in  the  destruction  of  businesses  in  outlying  communities,  with 
the  resulting  economic  dislocation.  Men  are  thrown  out  of  work.  The  inde- 
pendent capitalists  of  small  cities  interested  in  the  development  of  a  local  indus- 
try are  helpless  either  to  anticipate  or  to  take  measures  to  prevent  the  destruction 
of  that  industry.  This  may  mean  the  increase  of  local  relief  and  tax  burdens 
and  the  drying  up  of  local  initiative. 

The  final  result  of  practices  such  as  these  consists  in  absentee  control  in  a 
large  center  of  local  industries  which  may  be  thousands  of  miles  away.  The 
management  device  has  the  same  effects  as  the  holding  company  device  except 
it  operates  entirely  through  the  strategic  location  of  trained  personnel  loyal  to 
a  particular  group  and  not  through  stock  investment. 

These  practices  which  will  be  investigated  by  the  grand  jury  are  of  compara- 
tively recent  origin.  There  is  evidence^  however,  that  they  are  growing  very 
rapidly.  There  are  many  variations  to  the  pattern  which  has  been  described 
above.  Moreover,  there  is  evidence  that  new  associations  of  this  general  char- 
acter have  been  formed  even  during  the  progress  of  the  preliminary  investigation 
by  the  Department.  The  danger  that  inheres  in  this  type  of  combination  is 
obvious.  It  is  not  vulnerable  to  attack  through  examination  by  accountants 
because  there  is  no  formal  corporate  structure,  as  in  the  case  of  a  holding  com- 
pany. The  entire  tendency  of  such  organizations  is  to  raise  or  fix  prices.  It 
possesses/the  arbitrary  power  to  move  industries  from  one  town  +0  another  with- 
out consulting  local  capital.  It  destroys  the  independence  of  local  manufac- 
turing units.  Its  control  over  price  policies,  production  policies,  and  general 
plant  policies  is  as  great  as  that  of  a  state-wide  political  organization  over  its 
local  units.  Its  power  of  patronage  and  appointments  in  the  entire  industry  is 
becoming  more  and  more  a  significant  factor  in  this  type  of  control. 

The  Department  of  Justice  is  c'oncei:ned  not  only  with  the  use  of  this  power 
but  also  with  the  very  existence  of  the  power.  Arbitrary  power  to  control, 
when  vested  in  a  small  group,  presents  intangible  psychological  hazards  to  those 
engaged  in  an  industry  which  constitute  a  serious  threat  -to  free  enterprise. 
Therefore,  the  Department  regards  ,this  grand  jury  investigation  as  one  of  the 
most  important  which  it  is  now  undertaking'.  This  statement  is  tnade  so  that 
there  will  be  no  question  as  to  its  policy  toward  such  organizations  and  so  that 
no  claim  of  acquiescence  can  be  urged  by  those  whom,  through  the  limitations 
.of  time  and  personnel,  the  Department  is  unable  to  immediately  investigate. 

Thurman  Arnold, 
Assistant  Attorney  General. 

Approved: 

Frank  Murphy, 

Attorney  General. 
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Percentages  of  Total  "Big  Four"  Purchases  of  Hogs  Taken  by  Each  of  the  Four 
Firms  Buying  at  Five  Terminal  Markets,  Average  1913-17,  by  Years  1931-87, 
and  Average  1931-37  ^ 


Market  and  Firm      • 

Av.  An- 
nual Stand- 
ard Devia- 
tion 

1931-37* 

1931 

1932 

1933 

1934 

1935 

Omaha: 

Armour-Morris  ^    . 

±2.17 
2.06 

1.88 

1.97 
1.97 

1.89 
1.68 
2..  12 

1.84 
1. 84 

1.09 
1.09 

45.2 
24.4 
30.4 

40.3 
59.7 

39. 8(50.  1) 
39.7(49.9) 
20.5(-) 

57.8 
42.2 

49.9 
50.1 

45.2 
24.4 
30.4 

40.2 
59.  .8 

38.2(4U.G; 
39.  1  (50.  4) 
22. 7(  -) 

53.6 
46.4 

50.2 
49.8 

44.1 
25.2- 
30.7 

39.9 

00.1 

3&.7(50.  i; 
.38.6(49.9) 
22.  7(  -  ) 

53.1 
46.9 

52.3 
47.7 

45.2 
24.9 
29.9 

39.6 
CO.  4 

38.6(49.9) 
38.8(50.1) 
22. 7(  -  ) 

■    52.9 
47.1 

50.3 
49.7 

44.2 

Swift... 

24.7 

Cudahy 1 

St.  Paul: 

Aimour _ 

31.1 
40.0 

Swift 

60.0 

Sioux  City: 

Armour 

Cudahy _.. 

Swift.... 

St.  Joseph: 

Swift -■ 

38. 1  (49.  6) 
38.7(50.4) 
23.  2(  —  ) 

63.1 

Armour-Morris '..._. 

Oklahoma  City: 
Armour-Morris ' 

46.9 
50.1 

Wil,san..._ 

49.9 

■     1.80 

Market  and  Firm 

1936 

1937 

Percentage 
av.  1931-37 

Percentage 
av.  1913-17 

Estimated 

Percentage 

1906-11  > 

Omaha: 

Armour-Morris  ' 

44.0 
24.9 
31.1 

40.6 
59.4 

39.2(50.6) 
38.3(49.4) 
22.5(-) 

53.3 
46.7 

50.0 
50.0 

43.9 
24.9 
31.2 

43.0 
66.4 

39.3(50.8) 
38.1(49.2) 
22.6(-) 

53.1 
46.9 

49.8 
50.2 

44.6 
24.8 
30.7 

40.6 
59.4 

38.8(50.1) 
38.8(49.9) 
22.4(-) 

53.8 
46.2 

50.4 
49.  0 

46.  C  3 

24.2 

29.2 

no  plant 

45 

Swift _ 

.25 

Cudahy... _. 

30 

St.  Paul: 

Armour ..  ...  _ 

Swift... 

Sioux  City: 
.\rmouT 

-(50.3) 

-  (49. 7) 

no  plant 

48.4 
51.6  3 

.■iO.O 
49.4 

Cudahy 

Swift 1 

St.  Joseph: 

Swift ■ . 

Armour-Morris'               .  .. 

Oklahoma  City: 
Armour-Morris  ^ 

Wilson.. 

Average . 

.  

' 

'  Data  for  1931-37  computed  by  W.  H.  Nichoils  and  I.  Vv.  Arthur  from  weekly  reports  ol  National  Provi- 
fioner.  Data  for  1913-17  coD!puted  from  Federal  Trade  Commission,  Report,  on  the  Meat  Packing  In- 
dustry, Part  JI. 

2  Testimony  oi  former  hog  buyer  for  major  company  at  Omaha,  Federal  Trade  Commission,  op.  cit., 
Part  II,  p.  29. 

3  Armour  and  Morris  n;erged  in  1923.  Figures  for  1913-17  and  1906-11  are  the  total  of  Armour  and  Morris 
percentages  at  each  market. 

<  Standard  deviation  of  weekly  percentages  from  annual  mean  percentage  was  calculated  for  each  year 
1931-37  and  then  average  1931-37  computed.  Slight  adjustments,  involving  elimination  of  a  very  few  obvi- 
ously extreme  items,  were  made  for  St.'Paul  (19-33);  St.  Josep'i  (1931  and  1937);  and  Oklahoma  CUy,  (1933). 
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The  following  letter  is  included  at  this  point  in  connection  with  the 
testimony  of  Arthur  Notman,  supra,  p.  13279  et  seq. 

Office  of  the  President 

Anaconda  Copper  Mining  Company, 

25  Broadway,  New  Yorh,  March  6,  1940. 
Honorable  Joseph  C.  O'Mahoney, 

Chairman-,  Temporary  National  Economic  Committee, 

Senate  Office  Building,  Washington,  D.  C. 
My  Dear  Senator.:  After  the  conclusion  of  the  hearings  on  the  copper  industry 
before  your  Committee,  we  were  requested  by  Mr.  David  E.  ScoU,  Counsel,  and 
by  his  assistant,  Dr.  Samuel  Moment,  to  prepare  and  submit  a  statement  covering 
certain  phases  of  the  testimony  of  Mr.  Arthur  Notman  before  the  Committee  at 
its  session  on  Friday,  January  19,  1940,  so  that  the  same  might  be  included  in 
the  final  record  of  the  proceedings.  It  is  my  understanding  from  my  conversation 
with  you  that  any  statement  which  we  might  desire  to  submit  in  rebuttal  of  Mr. 
Notman's  testimony  would  be  received  by  you  and  included  in  the  record. 

I-n  accordance  with  the  instructions  of  Mr.  ScoU  and  Dr.  Moment,  I  enclose 
herewith  a  statement  replying  to  certain  statements  and  conclusions  made  by 
Mr.  Notman  and  setting  forth  facts  which  I  believe  will  be  of  interest  to  your 
Committee. 

I  assume  that  if  this  statement  is  satisfactory  you  will  take  such  action  as  is 
necessary  to  have  the  same  inserted  in  the  record. 

I  wish  to  thank  you  for  the  opportunity  of  submitting  the  enclosed  material 
and  would  respectfully  request  that  you  either  communicate  with  toe  here  or 
with  Mr.  E.  O.  Sowerwine,  Assistant  to  the  President,  Anaconda  Copper  Mining 
Company,  25  Broadway,  New  York  City,  if  you  have  any  questions  regarding 
the  same. 

With  kind  personal  regards,  I  am 
Very  sincerely  yours, 

Cornelius  F.  Kelley. 

The  Anaconda  Copper  Mining  Company  desires  to  submit  the  following  state- 
ment with  reference  to  certain  statements  made  by  Mr.  Arthur  Notman  before 
the  Temporary  National  Economic  Committee  January  19,  1940. 

The  statement  was  made  that  there  was  no  relation  betv/een  the  price  of  copper 
and  that  of  finished  products,  such  as  copper  wire  (base  sizes),  copper  sheet  and 
high  brass  sheet.  The  difi'erential  with  respect  to  high  brass  sheet  should  be 
calculated  in  comparison  with  the  cost  of  the  proportionate  amounts  of  copper 
and  zinc,  rather  than  with  the  price  of  copper  alone.  As  shown  on  the  detailed 
exhibit  filed  by  Mr.  Notman,  the  average  price  of  zinc  in  1909-1912  was  6.05^ 
per  pound,  or  0  59(5  higher  than  the  average  price  during  1935-1938.  Yet  in  his 
testimony  Mr.  Notman  stated:  "In  the  early  period,  the  average  price  for  zinc 
was  6.950  and  in  the  later  period  it  was  5.46{5  *  *  *  actually  nearly  a  cent 
and  a  half  less     *     *     *." 

Using  the  proportions  and  prices  per  pound  cited  by  Mr.  Notman,  the  average 
cost  of  the  two  metals  making  up  high  brass  sheets  in  1909-12  was  11.1350  per 
pound  and  in  1935-38  8.6690  per  pound,  compared  with  brass  sheet  average  price 
of  14.0250  and  16.5450  respectively.  Thus  the  differentials  were  2.890  and 
7.8760  per  pound,  or  an  increase  of  172.5%.  The  differentials  on  copper  wire 
increased  from  1.380  to  3.50  or  153.6%  and  on  copper  sheets  from  4.730  to  7.850 
(not  7.50),  an  advance  of  66%. 

With  respect  to  the  recital  of  the  increase  of  differential  between  the  raw  metal 
prices  and  the  fabricated  material  prices  in  the  interval  of  twenty-six  years  elaps- 
ing between  the  1909-1912  and  the  1935-1938  periods,  the  basic  factors  had 
changed  materially.  Cost  of  supplies  had  advanced.  Wages,  freight  rates,  ax.d 
particularly  taxes  of  all  kinds  had  increased  tremendously.  In  addition,  specifica- 
tions and  requirements  of  the  trade  as  to  quality  had  become  so  much  more 
rigorous  that  it  may  be  stated  authoritatively  that  "not  a  single  pound  of  wire, 
copper  sheet  or  high  brass  sheet  produced  in  1909-12  would  pass  inspection 
according  to  the  standards  of  1935-38."  This  improvement  of  quality  resulted 
in  increased  direct  cost  and  in  quantity  of  mill  scrap  which  required  re-processing. 
Without  attempting  to  spe%k  for  the  entire  industry,  the  actual  records  of  1-he 
American  Brass  Company  fliay  be  assumed  to  be  fairly  representative. 
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Based  upon  actual  records  for  the  two  four-year  periods  1909-12  and  1935-38: 

Wages — per  hour — common  labor  increased  240% 
"  "       "       all  classes  increased  214% 

Labor  and  expenses  combined         increased  139% 
Car  load  freight  rates  increased  79%  to  140% 

Taxes  increased  120% 

As  a  result — 

Net  Profit  of  the  Company — before  Federal  Income  Taxes  decreased  29% 

"       '■'     "  "         after  "  "  "  decreased  48% 

"        "     per  pound  of  product  before  Federal  Income  Taxes       decreased  47% 

"         "     per  pound  of  product  after  Federal  Income  Taxes         decreased  61% 

Per  Cent  Earned  on  Capital  Invented  before  Federal  Income 

Taxes  decreased  72% 

Per  Cent  Earned  on  Capital  Invested  after  Federal  Income  Taxes  uiiiCREASED  80% 

In  another  part  of  his  testimony  Mr.  Notman  stated:  "Prior  to  the  acquisition 
of  the  American  Brass  Company  by  the  Anaconda  Copper  Mining  Company  the 
American  Brass  Company  made  money  every  year,  regardless  of  the  fluctuations 
in  the  cost  of  their  raw  material,  they  made  money  whether  copper  was  high  or 
whether  copper  was  low,  because  they  were  in  a  position  to  hedge  their  raw  ma- 
terial purchases"  *  *  *  "i  know  that  prior  to  integration  all  of  them  did." 
These  statements  are  not  consistent  with  the  facts.  At  no  time  in  the  existence 
of  the  American  Brass  Company,  before  or  since  its  integration  with  Anaconda 
Copper  Mining  Company,  has  that  company  hedged  on  its  purchases  of  copper 
by  dealings  on  a  commodity  exchange  or  otherwise. 

Published  data  with  respect  to  other  companies  is  not  readily  available  because 
they  were  not  in  existence  during  1909-1912  or  have  lost  their  identity  due  to 
mergers  and  consolidations.  Published  data  respecting  the  Scovill  Manufac- 
turing Company,  an  independent  producer  of  brass  products — though  not  directly 
comparable  due  to  difference  in  character  of  operations  and  products— show  that 
•the  percent  earned  on  invested  capital  in  1935-38  was  60%  less  than  in  1909-12. 

The  following  statement  has  been  received  from  Mr.  Henry  L.  Jenkins,  for- 
merly Comptroller  of  the  National  Conduit  and  Cable  Company  and  the  National 
Brass  Company: 

"I  know  of  no  occasion  when  the  National  Conduit  &  Cable  Co.,  or  the  National 
Brass  &  Copper  Tube  Co.,  a  subsidiary  of  the  Cable  Company,  ever  hedged  any 
of  their  purchases  of  copper  by  dealings  on  commodity  exchanges  or  any  other 
source.  My  personal  experience  iii  this  direction  would  go  back  to  either  1900 
or  1901. 

While  it  is  not  pertinent  to  your  question,  but  going  a  little  further,  I  know  of 
onl}"^  a  few  isolated  cases  where  speculation  in  copper  was  ever  made.  The  few 
instances  that  I  do  have  knowledge  of  resulted  in  both  losses  and  profits. 

Whatever  profits  were  made  by  the  National  Conduit  &  Cable  Co.  and  the 
National  Brass  &  Copper  Tube  Co.,  were  made  from  the  actual  fabrication  of 
copper  into  wire,  cables  and  brass  products. 

To  the  above  information,  I  should  be  glad  to  testify  at  anj'  tinqie  or  place." 

Mr.  C.  Donald  Dallas,.  President  of  Revere  Copper  &  Brass  Incorporated., 
states : 

"Mr.  Notman  made  the  statement  that  the  fabricators  made  money  consistently 
during  the  period  1909-12  without  regard  to  increase  or  decrease  in  the  price  of 
copper  because  the}'  were  in  a  position  to  hedge  their  purchases.  I  do  not  find 
any  basis  in  fact  for  this  statement. 

While  a  copper  contract  for  trading  in  Standard  copper  has  been  in  existence 
in  this  Country  for  many  years  (possibly  50),  the  trading  of  this  commodity  was 
negligible  or  almost  non-existent  until  seven  or  eight  years  ago.  As  a  matter  of 
fact,  trading  in  copper  on  the  Commodity  Exchange  was  of  no  importance  as  a 
hedging  operation  until  about  three  years  ago.  Up  until  that  time  there  was  not 
sufficient  interest,  on  the  part  of  the  speculators,  in  copper  to  permit  free  trading 
in  this  commodity.  Without  a  broad  market,  obviously,  it  was  not  safe  to  hedge 
through  the  Commodity  Exchange. 

While  it  would  have  been  possible  to  carry  out  hedging  operations  through 
the  London  Metal  Exchange,  I  question  very  much  if  any  company  in  this  Country 
followed  this  practice  during  the  period  in  question.  I  do  know  from  positive 
information  that  none  of  the  companies  that  now  make  up  Revere  ever  gave  the 
slightest  consideration  to  hedging  on  purchases  of  copper. 

While  no  figures  for  net  profit  for  the  constituent  companies  of  Revere  during 
the  ppriod  1909-12  are  available,  our  profit  during  the  period  1935-38  before 
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income  tax  amounted  to  $1,561,714.02  as  shown  in  our  published  statements. 
After  income  tax  profits  amounted  during  this  period  to  $738,714.02. 

During  this  period  we  earned  only  8.75%  on  our  invested  capital  which  is  only 
an  aver&ge  of  2.19%  per  year.  After  deducting  income  taxes  our  earnings  were 
only  4.4%  or  an  average  of  1.1%  per  year." 

Mr.  D wight  R.  G.  Palmer,  President  of  General  Cable  Corporation,  states: 

"It  is  unfortunate  that  records  of  our  constituent  companies  for  the  period 
1909-12  are  not  available  for  any  accurate  determination  of  selling  prices  in  that 
period  to  compare  with  selling  prices  in  the  period  1935-38.  There  can  be  no 
question,  however,  that  such  profits  as  may  have  been  made  by  those  companies 
in  1909-12  were  not  the  result  of  hedging  operations  in  copper.  At  that  time  there 
was  no  place  in  the  United  States  where  hedging  operations  could  have  been 
conducted  and  I  am  positive  that  it  never  occurred  to  the  officers  of  those  com- 
panies that  a  hedging  operation  might  have  been  conducted  on  the  London 
Metal  Exchange. 

During  the  period  1935-38,  General  Cable's  profit  after  bond  interest  but 
before  income  taxes  amounted  to  $2,951,239.48  as  shown  in  our  published  state- 
ments. After  providing  for  income  taxes,  profit  for  the  same  period  amounted 
to  $2,401,239.48. 

During  the  period  1935-38  earnings  were  18.1%  on  our  invested  capital,  before 
income  taxes,  an  average  of  4.5%  per  year.  After  providing  for  income  taxes, 
earnings  were  14.7%,  or  an  average  of  3.7%  per  j'ear.  It  shguld  be  noted  in 
this  connection,  however,  that  we  made  reductions  of  approximately  $16,000,000 
in  our  stated  value  of  invested  capital 'during  the  years  1931  to  1936.  If  we  were 
to  compute  earnings  on  invested  capital  before  these  adjustments,  our  earnings 
before  income  taxes  would  be  9.1%  or  2.3%  per  year.  After  providing  for 
income  taxes,  earnings  on  this  basis  would  be  7.4%  or  1.9%  per  year." 

The  average  price  of  electrolytic  copper,  based  upon  quotations  in  Exhibit 
No.  2169  filed  by  Mr.  Notman,  show  an  average  for  the  years  1909-12  of  13.755(i 
per  pound  and  for  the  period  1935-38  an  average  of  10.55ji  per  pound.  The 
published  data  is  available  for  the  following  producing  companies  which  were  in 
operation  during  both  periods:  Anaconda  Copper  Mining  Company,  Phelps 
Dodge  Corporation,  Isle  Royale  Copper  Company,  Miami  Copper  Company, 
Copper  Range  Company,  Calumet  &  Hecla  Consolidated  Copper  Co.  Based 
upon  published  reports,  these  companies  earned  an  average  of  13.54%  per  annum 
on  their  invested  capital  diMng  the  years  1909-12.  The  average  earnings  for 
1935-38  were  3.98%.  or  a  decrease  of  70.6%. 

Attached  hereto  is  a  chart  for  the  years  1908-1938  inclusive  showing  (a)  Index 
of  Manufacturing  Wages,  compiled  from  published  data  of  the  U.  S.  Department 
of  Labor,  (b)  Copper  Sheet  Differential,  (c)  High  Brass  Sheet  Differential,  based 
upon  a  composite  of  copper  and  zinc  prices  in  the  proportion  of  66%  copper  and 
34%  zinc,  and  (d)  Copper  Wire  Differential.  These  differentials  are  calculated 
not  from  the  high  arid  low  of  each  year,  but  from  monthly  averages  published  in 
the  yearbook  "Metal  Statistics"  of  the  American  Metal  Market. 

As  shown  on  this  chart  the  Index  of  Manufacturing  Wages  increased  175% 
between  1908  and  1938.  To  secure  a  fair  comparative  index  of  costs  and  prices 
in  recent  years  one  must  eliminate  both  the  pre-war  years  and  those  in  which  the 
World  War  created  such  abnormal  changes.  A  natural  division  of  the  remaining 
period  shown  on  the  chart  would  be  the  years  1919-1930  and  1931-1938.  Dur- 
ing the  latter  period  the  burden  of  taxes  has  steadily  increased  but  volume  of 
business  has  been  materially  reduced  due  to  the  depression  which  has  been  more 
pronounced  in  the  United  States  than  in  the  rest  of  the  world.'  Yet  the  differen- 
tials between  prices  of  fabricated  products  and  the  prices  of  the  refined  metals 
actually  decreased  in  two  of  the  three  products,  as  follows: 

Fabricating  differentials,  cents  per  pound  (including  freight  on  copper  and  zinc  to 

fabricators'  plants) 


Copper  Wire 

Copper  Sheet 

High  Brass  Sheet 


m9-1930 

1931-1938 

Increase 

Decrease 

2.39 

•  8.  87 
7.72 

3.21 
8.28 
7.61 

0.82 

0.59 

0.11 

The  fabricator  and  not  the  public  has  borne  the  burden  of  these  last  eight  years. 
It  could  not  be  otherwise,  since  the  prices  which  he  receives  for  his  products  are 
governed,  not  by  himself  or  by  any  agencv  that  cares  whether  they  are  above  or 
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below  cost,  but  by  supply  and  demand.  The'  result  of  this  interaction  of  supply 
and  demand,  acting  through  the  typical  "buyer's  market"  of  the  last  eight  years, 
has  been  to  lower  the  cost  of  fabricated  products  to  the  consumer.  There  .re- 
mains the  question  of  overall  cost  of  fabricated  products  to  the  consumer.  He 
is  interested-  solely  in  this  overall  cost,  and  the  sharpening  or  slackening  of  his 
demand  determines  what  that  cost  shall  be.  The  following  table  shows,  not 
differentials,  but  the  overall  prices  from  which,  in  the  previous  table,  the  differ- 
entials were  derived: 


Prices  of  fabr 

icated  products, 

cents  per  pound 

1919-1930 
Inclusive 

1931-1938 
Inclusive 

Percent 
Decrease 

Copper  Wire                                                          .                  - 

17.19 
23.66 
19.78 

12.12 
17.19 
15.11 

29.  5% 

27.3% 

High  Brass  Sheet --- 

23.6% 

Whether  considered  from  the  point  of  view  of  producers  or  fabricators,  the 
injured  party  is  the  stockholder,  who  has  not  received  a  fair  return  on  his  invest- 
ment. 


The  following  reports  are  herewith  incorporated  by  request  of  the 
Chairman,  supra,  p.  13239. 

("Associations  of  Producers  of  Agricultural  Products,"  Report  No.  24,  1st 
Session,  67th  Congress:) 

"Mr.  Volstead,  from  the  Committee  on  the  Judiciary,  submitted  the  following 

"REPORT 
"(To-accompany  H.  R.  2373.) 

"The  Committee  on  the  Judiciary,  to  whom  was  referred  the  bill  (H.  R.  13931) 
entitled  'A  bill  to  authorize  association  of  producers  of  agricultural  products,' 
having  considered  the  same,  report  it  with  the  recommendation  that  it  do  pass 
with  an  amendment. 

"The  object  of  this  bill  is  to  authorize  the  producers  of  agricultural  products 
to  form  associations  for  the  purpose  of  collectively  preparing  for  market  and 
marketing  their  products. . 

Section  1  defines  and  limits  the  kind  of  associations  to  which  the  legislation 
apphes..  These  limitations  are  aimed  to  exclude  from  the  benefits  of  this  legisla- 
tion all  but  actual  farmers  and  all  associations  not  operated  for  the  mutual  help 
of  their  members  as  such  producers.  Unless  each  member  has  but  one  vote  in 
his  association,  irrespective  of  the  arnount  he  may  have  invested  as  capital  therein, 
the  association  must  not  pay  a  dividend  of  to  exceed  8  per  cent  per  animm.  This 
limitation  of  8  per  cent  is  designed  to  compel  payment  to  the  members  of  as  large 
a  part  of  the  proceeds  derived  from  the  sale  of  their  products  as  possible,  instead 
of  paying  it  as  a  dividend  upon  the  money  used  as  capital.  A  number  of  farm 
associations  oppose  the  payment  of  any  dividend  on  capital,  while  otheio  insist 
that  they  need  a  capital  and  must  have  the  privilege  of  paying  dividends.  Eight 
per  cent  was  fixed  for  the  reason  that  in  many  places  money  can  not  be  borrowed 
at  a  less  rate,  and  that  hence  a  less  rate  would  prevent  some  of  these  associations 
from  obtaining  the  necessary  funds  to  carry  on  their  business.  The  aim  has  been 
to  make  the  provisions  of  the  bill  sufficientlj'^  liberal  so  that  all  cooperative  farm 
associations  operated  in  good  faith  for  the  benefit  of  its  members  might  avail 
themselves  of  the  provisions  of  this  bill.  The  bill  does  not,  liowever,  compel 
any  association  to  change  its  present  organization  nor  does  it  create  any  new 
organizations.  Associations  will  continue  to  be  formed  under  State  laws  as 
heretofore.  In  States  where  it  is  illegal  to  operate  an  association  such  as  the  ones 
permitted  under  this  bill,  it  will,  because  of  the  nature  of  such  associations,  be 
practically  impossible  to  operate  under  this  legislation,  as  the  bill  only  grants  the 
right  to  operate  in  interstate  and  foreign  conjimerce.  That  is  the  only  power 
that  Congress  can  confer  upon  such  associations. 

_  "Section  2  makes  applicable  to  these  associations  in  a  modified  form  the  pro- 
visions of  the  Clayton  Act.     Briefly,  it  grves  the  Secretary  of  Agriculture  power 
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to  prevent  these  associations  from  exploiting  the  public.  In  the  event  that  any 
association  should  refuse  to  comply  with  the  order  of  the  Secretary,  a  suit  may 
be  brought  in  the  appropriate  district  court  to  enforce  his  order.  The  farmers 
are  not  asking  a  chance  to  oppress  the  pubUc,  but  insist  tliat  they  should  be 
given  a  fair  opportunity  to  meet  business  conditions  as  they  exist — a  condition 
that  is  very  unfair  under  the  present  law.  Whenever  a  farmer  seeks  to  sell  his 
products  he  meets  in  the  market  place  the  representatives  of  vast  aggregations  of 
organized  capital  that  largely  determine  the  price  of  his  products.  Persona,lly 
he  has  very  little  if  anything  to  say  about  the  price.  If  he  seeks  to  associate 
himself  with  his  neighbors  for  the  purpose  of  collectively  negotiating  for  a  fair 
price,  he  is  threatened  with  prosecution.  Many  of  the  corporations  with  which 
he  is  compelled  to  deal  are  each  composed  of  from  thirty  to  forty  thousand  mem- 
bers. These  members  collectively  do  business  as  one  person.  The  officers  of 
the  corporation  act  as  agents  of  these  members.  This  bill,  if  it  becomes  a  law, 
will  allow  farmers  to  form  Uke  associations,  the  oflBcers  of  which  will  act  as  agents 
for  their  members. 

"To  illustrate:  In  marketing  his  grain,  the  farmer  in  the  grain-raising  section 
of  this  country  usually  has  to  deal  with  what  is  known  as  a  line'elevator,  owned  by 
a.  corporation  that  has  an  elevator  or  warehouse  at  every  railway  station  on  one 
or  more  railway  lines  extending  across  one  or  more  States.  The  corporation 
operating  these  elevators  acts  as  the  common  marketing  agency  for  all  of  them, 
both  in  domestic  and  foreign  trade.  There  are  a  great  many  so-caUed  farm 
elevators  owned  by  associations  of  farmers;  but  as  they  can  not  under  existing 
law  combine  for  the  purpose  of  creating  a  common  marketing  agency  they  are 
at  a  great  disadvantage.  No  large  mill  can  afford  to  deal  with  these  farm  elevators 
as  they  can  not  contract  to  furnish  enough  grain  to  supply  the  needs  of  such  a 
mill  at  all  seasons  of  the  year.  As  a  consequence  they  are  forced  to  sell  their 
grain  to  the  large  terminal  elevator  companies  that  usually  dominate  these  so- 
called  line  elevators. 

"While  this  bill  confers  on  farmers  certain  privileges,  it  can  not  properly  be  said 
to  be  class  legislation.  Business  corporations  have  under  existing  law  all  the 
powers  and  privileges  sought  to  be  conferred  on  farm  organizations  by  this  bill. 
Instead  of  granting  a  class  privilege,  it  aims  to  equalize  existing  privileges  by 
changing  the  law  applicable  to  the  ordinary  business  corporations  so  the  farmers 
can  take  advantage  of  it.  It  is  no  answer  that  farmers  may  acquire  the  status 
and  secure  the  rights  of  a  business  corporation  by  deeding  their  farms  to  a  cor- 
poration. That  is  neither  practical  nor  desirable  from  any  standpoint.  Without 
doing  that  they  can  not  associate  themselves  together  for  the  mutual  profit  of 
the  members  without  being  threatened  with  prosecution. 

"This  bill  directs  the  Secretary  of  Agriculture  to  supervise  these  associations. 
The  reason  for  that  is  apparent  when  one  considers  the  duties  and  the  organization 
of  that  department.  The  Secretary  has  for  many  years  aided  farmers  in  forming 
such  associations,  and  his  department  is  thoroughly  familiar  with  the  needs  and 
the  difficulties  under  which  they  always  have  to  struggle.  There  is  in  his  depart- 
ment a  Bureau  of  Markets  that  is  constantly  engaged  in  studying  marketing  con- 
ditions and  prices  of  agricultural  products  both  in  this  and  foreign  countries.  As 
a  consequence  he  is  especially  well  equipped  for  the  purpose  of  determining  whether 
the  prices  charged  by  any  of  these  associations  are  excessive.  That  is  one  of  the 
duties  that  somebody  must  perform  to  safeguard  the  public. 

"If  it  is  safe  not  to  place  a  limit  upon  the  size  of  an  ordinary  corporation,  there 
certainly  is  no  reason  to  fear  monopoly  from  farm  associations.  But  in  the  event 
that  any  such  association  should  monopolize  or  restrain  trade  so  as  to  unduly 
enhance  the  price  of  any  agricultural  product  ample  provision  is  made  in  the  bill 
to  protect  the  public.  The  Secretary  of  Agriculture  in  a  sundry  fashion  can  grant 
relief,  and  he,  with  his  expert  knowledge  always  at  hand,  can  act  more  expedi- 
tiously than  could  any  other  agency.  In  the  event  an  association  fails  to  abide  by 
his  judgment  it  can  not  only  be  hailed  into  court  but  a  temporary  injunction  can 
at  once  be  issued  against  it. 

"In  the  event  that  associations  authorized  by  this  biU  shall  do  anything  forbidden 
by  the  Sherman  Antitrust  Act,  they  will  be  subject  to  the  penalties  imposed  by 
that  law.  It  is  not  sought  to  place  these  associations  above  the  law  but  to  grant 
them  the  same  immunity  from  prosecution  that  corporations  now  enjoy  so  that 
t;hey  may  be  able  to  do  business  successfully  in  competition  with  them-. 

"New  York,  Pennsylvania,  Illinois,  Wisconsin,  Minnesota,  and  a  number  of 
other  States  have  granted  the  right  to  form  associations  such  as  those  contemplated 
in  this  bill.    But  these  States  can  not  confer  any  right  upon  their  organizations  to 
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engage  in  interstate  or  foreign  commerce.  This  bill  is  designed  to  grant  that  right. 
Associations  of  this  kind  are  common  in  European  countries  and  have  been  in 
operation  for  many  years.  Their  effect  has  not  been  to  raise  prices  to  the  con- 
sumer. In  many  instances  the  effect  has  been  the  reverse.  They  have  tended  to 
prevent  much  of  the  gambling  in  foodstuffs  and  to  eliminate  many  of  the  useless 
middlemen  that  stand  between  the  producers,  the  retailers,  and  the  consumers. 
It  is  one  of  the  chief  problems  of  these  associations  to  reach  the  consumer  with  as 
little  expense  as  possible.  Farmers  ought  to  be  given  a  chance  to  do  that.  The 
high  cost  of  living  can  not  be  solved  by  discouraging  agriculture.  It  must  be 
solved  by  fair  treatment  of  those  engaged  in  that  pursuit.  To  maintain  his  self- 
respect  and  the  dignity  of  his  occupation  the  farmer  must  be  given  an  opportunity 
to  deal  in  selling  his  products  on  an  equal  footing  with  those  who  purchase  it.  He 
should  be  given  an  opportunity  to  help  solve  in  a  rational  and  fair  way  the  prob- 
lems involved  in  the  high  cost  of  living. 

"Both  the  great  political  parties  in  their  last  national  platforms  pledge  their 
support  to  this  legislation. 

"Amend  bill  bv  adding  on  page  1  on  line  4  after  the  word  'dair3Tnen'  the  word 
'nut.'" 


("Authorizing  Association  of  Producers  of  Agricultural  Products,"  Report 
No.  236,  1st  Session,  67th  Congress:) 

"Mr.  Walsh  of  Montana,  from  the  Committee  on  the  Judiciary,  submitted 
the  following 

"REPORT 

"(To  accompany  H.  R.  2373.) 

"The  Committee  on  the  Judiciary,  to  whom  was  referred  the  bill  (H.  R.  2373) 
to  authorize  association  of  producers  of  agricultural  products,  having  considered 
the  same,  report  favorably  thereon  with  the  recommendation  that  the  bill  do  pass 
with  the  following  amendment: 

"Strike  out  all  of  said  act  after  the  enacting  clause  and  substitute  therefore  the 
following: 

"  'That  persons  engaged  in  the  production  of  agricultural  products  as  farmers, 
planters,  ranchmen,  dairymen,  nut  or  fruit  growers  may  act  together  in  associa- 
tions, corporate  or  otherwise,  with  or  without  capital  stock,  in  collectively  handling 
and  marketing  in  interstate  and  foreign  commerce  such  products  of  the  persons 
so  engaged  and  in  processing  or  preparing  such  products  for  so  marketihg  the 
same.  Such  associations  may  have  marketing  agencies  in  common;  and  such 
associations  and  their  members  may  make  the  necessary  contracts  and  agreements 
to  effect  such  purposes:  Provided,  however.  That  such  associations  are  operated 
for  the  mutual  benefit  of  the  members  thereof,  as  such  producers,  and  conform 
to  one  or  both  of  the  following  requ'rements:  First,  that  no  member  of  the  associ- 
ation is  allowed  more  than  one  vote  because  of  the  amount  of  stock  or  membership 
capital  he  may  own  therein;  or,  second,  that  the  association  does  not  pay  dividends 
on  stock  or  membership  capital  in  excess  of  8  per  centum  per  annum:  And  pro- 
vided further,  That  the  association  shall  not  deal  in  products  of  nonmembers  to 
an  amount  greater  in  value  than  such  as  are  handled  by  it  for  members. 

"  'Nothing  herein  contained  shall  be  deemed  to  authorize  the  creation  of,  or 
attempt  to  create,*  a  monopoly,  or  to  exempt  any  association  organized  here- 
under from  any  proceedings  instituted  under  the  act  entitled  "An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for  other  pur- 
poses," approved  September  26,  1914,  on  account  of  unfair  methods  of  competi- 
tion in  commerce.' 

"The  foregoing  is  a  reproduction  of  the  House  bill,  omitting  therefrom  section 
2,  and  adding  thereto  the  provision  to  guard  against  the  establishment  of  a 
monopoly,  in  substance  like  the  amendment  proposed  by  this  committee  and 
adopted  by  the  Senate  in  a  like  bill  which  passed  the  House  at  the  last  session, 
and  the  further  provision  to  meet  an  important  change  appearing  in  the  bill 
before  us,  the  purpose  of  which  evidently  is  to  permit  the  associations  to  deal  in 
products  of  nonmembers.  A  slight  change  is  made  in  the  language  of  the  bill 
that  its  scope  may  not  be  so  extensive  as  to  be  in  part  without  the  field  of  in- 
terstate or  foreign  commerce,  the  expression  'in  collectively  processing,  preparing 
for  market,  handling,  and  marketing  in  interstate  and  foreign  commerce'  becom- 
ing 'in  collectively  handling  and  marketing  in  interstate  and  foreign  commerce 
such  products  of  persons  so  engaged  and  in  processing  or  preparing  such  products 
for  so  marketing  the  same.' 
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"The  hearings  conducted  by  the  subcommittee  have  confirmed  the  members 
thereof  in  the  conviction  that  the  amendment  insisted  upon  by  the  Senate  at 
the  last  session  is  essential  for  the  protection  of  the  consuming  public  and  can 
do  no  possible  harm  to  the  great  body  of  farmers  in  whose  interest  the  legislation 
is  demanded. 

"Inasmuch  as  it  is  utterly  impossible  to  establish  a  monopoly  of  any  of  the 
ordinary  farm  products,  cereals,  cotton,  live  stock,  etc.,  an  inhibition  of  monopoly 
must  be  unobjectionable  to  the  producers  of  such.  Moreover,  your  committee 
is  entirely  satisfied  that  they  have  no  desire  or  purpose  to  establish  a  monopoly. 
Why  anyone  should  insist,  under  these  circumstances,  on  the  enactment  of  a  law 
which,  in  terms,  would  authorize  them  to  do  so,  your  committee  finds  it  impossible 
to  imderstand. 

"It  is  possible,  however,  to  establish  a  monopoly  with  respect  to  farm  prod- 
ucts which  can  be  produced  profitably  only  in  a  very  limited  area,  or  in  the  case 
of  highly  perishable  products,  like  miilk,  which  will  not  stand  shipment  long 
distances.  It  would  not  be  in  the  public  interest,  your  committee  believes,  to 
permit  all  producers  of  milk,  within  the  area  from  which  one  of  our  great  cities 
is  supplied  to  effect  a  single  organization  having  thus  a  monopoly  which  might 
or  might  not  be  utilized  to  exact  extortionate  prices  of  consumers.  Your  com- 
mittee sees  no  good  reason  why  two,  three,  a  half  dozen,  or  a  dozen  cooperative 
associations  might  not  properly  be  organized  for  the  purpose  of  supplying  a  city 
with  its  milk,  nor  why,  in  the  case  of  raisins,  for  instance,  produced  only  within 
a  limited  area  in  the  State  of  California,  a  monopolistic  organization' should  be 
.permitted  and  encouraged,  rather  than  two  or  three  cooperative  associations 
organized  and  operating  on  similar  lines. 

"Section  2  of  the  House  bill  has  for  its  purpose  the  alleviation  of  the  evils  of 
monopoly,  or  those  that  may  follow  from  authorized  combinations,  by  the  grant- 
ing of  something  like  supervisory  control  to  the  Secretary  of  Agriculture.  It 
was  quite  generally  understood  by  the  committee  when  the  bill  vv'as  before  it  at 
the  last  session  that  this  section  gave  to  the  Secretary  of  Agriculture  the  author- 
ity to  fix  prices.  The  proponents  of  this  bill,  however,  repudiate  that  idea  and 
insist  that  it  is  not  the  proper  construction  of  the  bill,  and  a-ssert  that  they  are 
resolutely  opposed  to  reposing  such  power  in  the  Secretary  of  Agriculture.  They 
assert  that  the  bill  gives  to  the  Secretary  power  to  declare  that  a  price  chp'-ged 
is  unreasonable,  but  gives  him  no  power  to  fix  what  is  a  reasonable  price.  It  is 
quite  likely  that  even  if  he  were  given  power  to  determine  what  is  a  reasonable 
price  the  provision  would  be  inoperative,  as  conditions  might  so  change  pending 
a  hearing  as  that  the  result  arrived  at  would  be  eminently  unjust  so  far  as  prices 
for  the  future  are  concerned.  However  that  may 'be,  the  experience  of  the  In- 
terstate Commerce  Commission  under  a  similar  provision,  giving  it  power  to 
determine  what  is-an  unreasonable  rate  but  no  power  to  determine  what  is  a 
reasonable  rate,  satisfies  your  committee  that  as  this  provision  is  construed  by 
the  proponents  of  the  bill,  and  perhaps  correctly,  it  is  utterly  valueless.  If  com- 
petition is  preserved — that  is  to  say  if  no  monopoly  can  exist  under  the  act — 
regulatory  provisions  are  superfluous. 

"The  bill  before  us  during  the  last  session  authorized  the  organization  of 
associations  dealing  in  'products  of  their  members.'  The  bill  now  under  consider- 
ation authorizes  them  to  deal  in  the  'products  of  persons  so  engaged.'  Obviously, 
under  the  former  the  associations  would  be  restricted  in  their  dealings  to  members; 
in  the  latter,  though  they  are  restricted  as  to  the  character  of  the  products  in  which 
they  may  dea),  it  is  clear  that  they  may  deal  with  any  person  in  such  products, 
whether  he  be  a  member  or  not. 

"The  bill  has  for  its  purpose  the  removal. of  obstacles,  if  such  there  be  in  the 
Federal  statutes,  in  the  way  of  the  organization  of  cooperative  farm  marketing 
associations,  a  purpose  with  which  the  majority,  at  least,  of  your  committee  is  i/i 
full  sympathy.  It  may  be,  and  probably  is,  true  that  such  associations  cannot 
operate  with  the  highest  degree  of  success,  or  with  that  degree  of  success  which  your 
committee  would  be  glad  to  see  attend  their  efforts,  unless  they  are  permitted  to 
deal  to  some  extent  in  the  products  of  non-members  similar  in  character  to  those 
handled  for  the  members.  But  the  protection  of  the  statute  ought  not  to  be  given 
to  a  small  number  of  persons  of  the  classes  named  in  the  bill  who  contribute  from 
their  own  farms  an  inconsiderable  quantity  of  the  products  handled  by  the 
association. 

"A  further  condition  is  accordingly  added  to  those  set  out  in  the  bill  as  requisite 
in  order  that  the  benefit  of  the  act  may  be  enjoyed,  namely: 

"  'And  provided  further,  That  the  association  shall  not  deal  in  products  of 
nonmembers  to  an  amount  greater  in  value  .than  such  as  are  handled  by -it  for 
members.' 
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legislation,  and  the  phrase  in  the  bill  'in  interstutu  and  foreign  commerce'  can 
not  be  read  as  qualifying  'processing,'  whatever  may  be  tlir  case  as  to  'preparing 
for  market.'  Ttie  language  of  the  bill  is  accordingly  incdifiod,  or  perhaps  trans- 
posed, so  as  to  read  'in  collectively  handling  and  murkoting,  in  interstate  and 
foreign  commerce,  such  products  of  persons  so  engaged  and  in  processing  or  pre- 
paring such  products  for  so  marketing  the  same.'  " 
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